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ABSTRACT 
 
Extensive deregulation of the Australian financial system officially began in the early 1980s. 
Since 1979 there have been three inquiries into the Australian financial system. The Campbell, 
Martin and Wallis Inquiries all supported the notion of deregulation of the Australian financial 
system. Many of their recommendations focused on allowing the market to determine market 
outcomes without jeopardising stability. Reform to the system was expected to provide a number 
of benefits, including increased competition and efficiency.  
 
Due to the limited quantity of quality data, research in this area has been limited. This thesis 
attempts to address issues that have not been adequately dealt with in the current literature by 
creating a database of financial bank data and using that data to analyse the effects that 
deregulation has had on the banking industry with respect to competition, efficiency and overall 
industry profitability. 
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Chapter One 
 
INTRODUCTION 
 
1.1 Introduction 
 
The past three decades have been characterised by extensive structural change in the 
Australian financial system. The reduction and removal of controls over the Australian 
financial system have turned it from “one of the most controlled banking systems in the 
world to one of the least controlled” (Perkins 1989:1). In particular, the banking industry, 
which is the focus of this thesis, has seen significant growth in assets and volume of 
activity, as well as increased competition and changes in market structure and market 
share. 
 
During the nineteenth century, Australia had more than 30 private banks. The number fell 
due to failures and mergers to 21 by the beginning of the First World War and further still 
to 9 at the outbreak of the Second World War. The banking system that emerged after the 
Second World War was often referred to as an oligopoly displaying limited rivalry among 
a small number of friendly giants. The deregulation of the 1980s further altered Australia’s 
banking industry. Australian banks changed from being government-controlled and 
conservative domestic institutions into competitive and inventive participants in the global 
arena. At the start of the 1980s, Australian banking was dominated by six national 
institutions. These became the ‘Big Four’ when the Bank of New South Wales merged 
with the Commercial Bank of Australia to create the Westpac Banking Corporation, and 
the National Bank combined with the Commercial Banking Company of Sydney to form 
the National Australia Bank. 
 
The generally accepted perception of the deregulation of the financial sector is that bank 
efficiency and competitiveness have improved resulting in greater benefits to bank 
customers and the economy in general. These conclusions are often based on anecdotal 
evidence and when data analysis is undertaken to support the conclusions they are usually 
derived from very broad Reserve Bank data, which consists of large financial account 
aggregates. The Financial System Enquiry (1997) found that, 
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Any analysis of the effects of deregulation is inherently difficult because changes 
were implemented over a prolonged period, concurrent with numerous other 
changes, some completely unrelated to the process of deregulation itself. In most 
cases, it is difficult to produce reliable quantitative assessment of the separate 
impact of deregulation. Quantitative assessments of the consequences of 
deregulation have to be further qualified due to the lack of reliable and conclusive 
data in many areas. (Financial System Inquiry 1997:561) 
The Wallis Report further states that, 
…the hard data required to assess the consequences of deregulation are, in many 
cases lacking. Therefore, the analysis often relies, of necessity, on more qualitative 
and impressionistic observation. (Financial System Inquiry 1997:597) 
This observation related to data limitations is further supported by Walker (1998:74) who 
highlighted that, 
Access to official data on income and expenditure of individual banks in Australia 
is restricted and hence the primary sources of data are the Annual reports 
published by individual banks. …Only limited data were published by most banks 
in their Annual Reports until the late 1970s. 
 
Therefore, in depth analysis on the impact of deregulation is scarce due to the limited 
comparable financial information available for extended periods of time. The limited 
amount of research available in Australia is highlighted by Avkiran (1999:995) who 
observed: 
Unfortunately, there is little reliable empirical research on bank efficiency in 
Australia and what little there is deals only with economies of scale (that is, 
operating expenses) and is inconclusive (Edgar et al., 1971; Hatch and Lewis, 
1973; Burgess and Walker, 1978; Valentine and Williamson, 1982; Swan and 
Harper, 1982; Swan and Simmonds, 1989). The small number of Australian banks 
and the generally inaccessible bank-generated data make it difficult to conduct 
econometric analysis. 
 
Further Edirisuriya and O’Brien (2001:199) point out that, 
Australian banking studies on economies of scale and scope are very limited. As 
Walker (1998) points out, the relatively small number of studies done on bank scale 
economies reflects the limited access to data and the small number of financial 
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institutions both of which make econometric analysis rather difficult. Most other 
studies concerned with Australian banking have noted the lack of official data 
available on this subject (Milbourne and Cumberworth, 1991; Singh, 1992; 
Walker, 1994; Pope and O’Connor, 1995). In addition to data problems, 
regulations that prevent disclosure of information also hamper studies in this area. 
 
The limited studies that have been undertaken in this area often consist of various 
limitations. For example, Sturm and Williams (2004) and Avkiran (1999) both use Data 
Envelopment Analysis (DEA) to test for efficiency. Sturm and Williams (2004) focus 
specifically on bank efficiency as it relates to foreign bank entry for the period 1988 to 
2001, while Avkiran (1999) examines efficiency gains as a result of mergers over the 
period 1986 to 1995 and the resultant gains to the public1. Walker (1998) and Edirisuriya 
and O’Brien (2001), confront data problems when examining the area of economies of 
scale and scope. Sathye (2001:627), who investigates X-efficiency using DEA in the year 
1996 outlines various limitations in his study, 
Firstly, it uses cross-sectional data to analyse bank efficiency. A time series on the 
lines of Avkiran (1999) could have shown the recent trends in efficiency. Further, 
the data has been analysed for the year prior to the Wallis Inquiry Report. A post-
Wallis analysis would be interesting and could capture the effects of regulatory 
reforms on efficiency. The technical efficiency can be analysed into pure technical 
efficiency and scale efficiency to gain further insights. Further, Australian banking 
efficiency could be studies using the window analysis technique of DEA (Ahn et al., 
1989). This could show the changes in efficiency scores over the years. 
 
Furthermore, studies undertaken in the area often provide inconclusive results. Edey and 
Gray (1996) explain that one of the reasons for the uncertainty is there is no consensus 
regarding the measurement of financial institutions’ output and efficiency. This is further 
confirmed by Oster and Antioch (1996:201) who state that, 
The conceptual and empirical problems that plague the measurement of physical 
output in most service industries are particularly acute in the banking sector, 
where there is no clear consensus on an appropriate definition of output. 
 
                                                 
1
 Evidence is mixed in relation to the degree of benefits that flow on to the public. 
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In order to evaluate the outcomes and performance of the banking sector, detailed 
information is required that is consistent and comparable across years. As the database 
developed in the thesis shows, comparison of any particular bank’s profit and loss or 
balance sheet account can be difficult from one year to the next due to changes in their 
determination and, comparing accounts across banks becomes even more uncertain due to 
individual bank treatment and presentation of their data.  
 
The need for greater detailed information is supported by Phelps (1991:91) who outlined 
that, 
To test whether the competitive forces unleashed by deregulation produced 
efficiencies which in turn allowed Australian banks to operate on skinnier margins, 
we need to be able to observe separately what has happened at either end of the 
banking market – retail versus wholesale, personal versus corporate, with the 
payments system in and with it out. Unfortunately, statistics are not available 
which would allow a comparison of costs and margins plus fees in, say, residential 
mortgage lending in Australia 1965 to 1991. 
 
Consistent series of data on Australian banks’ costs, net interest income and non-
interest income derived from their Australian operations from the mid 1960s to the 
present would be the desirable place to start. It would allow us to put the 
experience of the 1980s into its proper context. However, such series do not exist. 
It is only in the past 10 years that Australian banks have begun to publish any 
detail on their pre-tax profit and only in the last three years that listing in the 
United States has forced them to produce the sort of detail American analysts have 
taken for granted for decades. 
 
Great importance is placed on the smooth operation of the financial system by both market 
participants and regulators. The performance of the banking sector is closely monitored by 
both the public and private sectors in the economy. Being able to compare bank 
performance under various forms of regulation will provide an insight into the 
effectiveness of regulation providing guidance for future policy directions.  
 
This thesis aims to develop a detailed database of banking information that stretches over 
the pre- and post-deregulatory period. This is necessary to allow greater analysis of what 
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took place in the sector and will allow for a more detailed analysis regarding the impact of 
deregulation on the Australian banking sector. It will provide greater clarity regarding 
bank competition and efficiency and how these issues are affected by government 
regulation. A detailed database which also explains the determination of the major 
accounts used for analysis may help prevent the misrepresentation of data and allow for 
less ambiguous analysis of the period. Furthermore, greater data availability may provide 
an opportunity for efficiency, structure-performance and efficient-structure studies for the 
Australian banking sector, thus extending the work of Goldberg and Rai (1996) and 
Humphrey and Pulley (1997). 
 
Of the Australian studies that have been undertaken, most have been hampered by the use 
of broad Reserve Bank data and short-time horizons of detailed data. Where annual reports 
have been used to collate data, information on how the data was compiled is not available. 
The well established need for detailed, consistent and comparable data is well 
demonstrated. This thesis’ main goal was therefore to meet this need by constructing a 
database of Major Banks data derived directly from the annual reports for the years 1970 
to 2000. This data would then allow detailed analysis of the impact of deregulation on the 
Australian banking sector, supporting or modifying the conclusions of previous literature.  
 
After construction however, it has become clear that although an enormous amount of 
information has become available the early period of the database still presents problems 
for any meaningful analysis to take place. Comparative analysis based on the periods of 
pre-deregulation, deregulation and post deregulation is limited as a result of the lack of 
detail available on banks’ annual reports. Detailed income and expense data for all four 
major banks in Australia are only available as of the late 1980s. A breakdown of the loans 
and advances of the banks are reported only as of the early 1990s as are details of deposits 
and other borrowing. The available data does support the general perception of improved 
efficiency in the banking sector leading to greater benefits to bank customers and the 
economy in general however, detailed comparative analysis over the pre and post 
deregulation periods is still unavailable. 
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1.2 Introduction to the thesis 
 
The first part of the thesis explains the process through which this thesis constructs a 
database of financial information for the ‘Big Four’ covering the pre- to post-deregulatory 
period. The database is compiled using consolidated annual reports of the four major banks 
over the period 1970 to 2000. The data consists of accounting information from profit and 
loss statements, balance sheets and other general information. The data provided is 
comparable across the four banks and across the full time period.  
 
The second part of the thesis provides an overview of the impact of deregulation on bank 
performance. It compares the observations of other researchers to the information provided 
by the thesis database, identifying differences and providing the impetus for further more 
rigorous research. 
 
More specifically, chapter two explains in detail the generation of the database detailing 
the development of the accounts generated for each individual bank and then combining 
the accounts for the banks to generate a combined majors account to use as a proxy of the 
industry. Chapter three focuses on the regulatory era, detailing the regulations imposed and 
the impact of those regulations on the banking and financial sector as well as the other 
sectors in the economy. Chapter four investigates the period of deregulation and the events 
that followed. The intent and expectations of deregulation are determined followed by an 
analysis of the process and impact of deregulation on the financial sector, the public sector 
and the general economy. The chapter concludes with an accounting ratio analysis of the 
outcomes, comparing the periods of pre-deregulation, deregulation and post-deregulation. 
Chapter five provides a diagrammatic and descriptive overview of three decades of 
banking using the database developed in the thesis. Finally, chapter six provides some 
concluding comments. 
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Chapter Two 
 
DATABASE COMPILATION 
2.1 Introduction 
 
The Major Banks2 database is generated using the banks’ annual reports. The aim of the 
database is to provide data for analysing whether bank deregulation has resulted in 
increased competition and efficiency within the banking sector. Data compilation begins in 
1970 and ends in 2000, which allows three distinct phases for analysis. The first phase is 
the pre-deregulation phase covering 1970 to 1978. The final year included in this phase 
was the year the Campbell Committee was established. The second phase of analysis is the 
deregulatory stage covering 1979 to 1990. The start of this period, 1979, coincides with the 
first year Treasury bonds were issued by tender. This may be considered one of the first 
major moves towards deregulation. The final year of this deregulation period is chosen as 
it is the year in which the government changed the Prime Asset Ratio. The third stage of 
analysis is the post-deregulatory phase beginning in 1991 to the end of the database in 
2000. 
 
The major difficulty in generating the database was that the 2000 annual reports consisted 
of a great deal of information and detail of the components and subcategories of the 
accounts reported in the balance sheets and the profit and loss statement. This is in stark 
contrast to the 1970 annual reports which had very few notes to accounts and reported only 
a few accounts from the profit and loss statement and balance sheet as demonstrated in 
appendix 2.B for the ANZ Banking Group. 
 
In order to derive as much information as possible and ensure that classes of categories 
may be accurately compared from year to year, the database base was established to track 
changes that took place both in the values and the rollups of accounts. The data was 
recorded by entering for each year the most updated figure available as well as the one 
reported in the original year’s annual report. For example, the most current 1999 data is 
recorded using the 2000 annual report which is compared to the original figure published 
                                                 
2
 Major Banks consist of the Australian and New Zealand Banking Group (ANZ), Commonwealth Bank of 
Australia, National Australia Bank and Westpac Banking Corporation, see Appendix 2.A for information on 
the history of these major banks. 
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in the 1999 annual report. For database recording, the figure reported in the 2000 annual 
report is used. 
 
Initial comparison of profit and loss and balance sheet data proved to be unsuccessful as 
account information (rollups of accounts) often changed from year to year. Without 
understanding the data changes, comparisons across categories become difficult. As a 
result, it was necessary to consult the annual reports’ notes to the accounts in order to 
understand the changes that took place from year to year. Furthermore, the notes to the 
accounts became essential as the combinations of accounts within major categories within 
banks changed. These changes needed to be tracked in order to ensure comparability 
between banks. 
 
An attempt at generating a database using both the statements and notes to accounts 
proved unsuccessful as the method originally used consisted of moving from the base year 
(1970) to the most current year (2000). Because of the constant changes in the reporting of 
the balance sheet and profit and loss data, it became increasingly difficult to track changes 
and understand how the account figures were being separated out as reporting became 
more detailed.  
 
Therefore, the approach to establishing the database was changed from going forwards to 
going backwards. The starting year in the database is 2000. The process involved entering 
data firstly from the balance sheet and profit and loss statements and then incorporating the 
information from the notes to the accounts for each of the banks. Once the initial data was 
entered it was necessary to track the changes that took place and establish grouping of 
accounts within each bank to ensure comparability within banks. Effectively, the objective 
was to restate historical accounts in modern accounting terms and groupings.  
 
Once the major classes were established for each bank, they were aggregated to derive a 
category of results for the majors as a whole. This aggregate database for the Majors may 
be used to analyse the impact of regulation and deregulation on the Australian banking 
sector. 
 
The first part of this chapter focuses on the generation of account items for each of the 
majors with the second part of the chapter than determining the matching of accounts 
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between banks to enable comparative analysis to take place. The derivation of each of the 
major accounts in the profit and loss statement and the balance sheet is explained for each 
bank by detailing how the account was presented in the banks’ annual report and the 
method used by the database to generate the account to provide consistency across years 
and between banks. 
 
2.2 ANZ Bank Data Generation 
 
ANZ traces its origin to 1835 (in London) where The Bank of Australasia was established. 
Appendix 2A.1 traces through the major mergers that occurred over the years to form the 
bank in its current form. 
 
Prior to 1976 the profit and loss statement and the balance sheet were reported in both the 
Australian dollars and pounds, with the Notes to Accounts primarily being recorded in 
pounds. As a result, values required for the database for the years of 1970-1975 were 
converted from pounds to Australian dollars. Conversion rates were calculated by 
comparing the pound figures to Australian dollar figures in each year’s financial report. As 
a result the implicit conversion rates used for each year are as follows: 
1970: 2.151 
1971: 2.151 
1972: 2.032 
1973: 1.622 
1974: 1.78 
1975: 1.624 
As such, all 1970 account figures reported in pounds use the 1970 conversion rate 
calculated in the 1970 annual report. Thus, any 1970 account figures reported in the 1971 
annual report in pounds which are used in the database are also converted to dollars using 
the 1970 conversion rate. This approach is consistent with that undertaken by the annual 
reports where for example, 1972 account values in the 1973 annual report use the 
conversion rate originally used in the 1972 annual report. 
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2.2.1 Profit and Loss Statement 
 
The database presents the profit and loss statement for the period under consideration in 
the following form: 
 
Gross Income 
Expenses 
Consolidated profit before taxation 
 
Interest income 
Interest expense 
Net interest income 
Operating income 
Total net operating income 
Operating expenses 
Operating profit before debt provision 
Provision for doubtful debts 
Operating profit before income tax and abnormal items3 
Income tax expense/Income, land and other taxes 
Operating profit after income tax 
Outside equity interests 
Operating profit after income tax and minorities and before abnormal items 
Abnormal profit (loss) after income tax 
Operating profit after income tax attributable to members of the Company/Consolidated 
profit 
Dividends, proposed and paid 
 
                                                 
3
 Equivalent to ‘Consolidated profit before taxation) 
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2.2.1A Profit and Loss Statement Accounts 
 
(a) Gross Income account 
The account was referred to as Discount and interest earned, net exchange, commissions, 
net rental income, dividend received and other items after deducting interest paid and 
accrued on deposits, rebate on bills current at balance date, provisions for bad and 
doubtful debts and transfers to contingencies reserves account in the 1973-75 annual 
reports. It was then renamed to Banking income after eliminating intercompany 
transactions: Discount and interest earned, net exchange, commissions, dividend and 
other items, after deducting interest paid on deposits, transfers to the credit of 
contingencies reserves and provisions for bad and doubtful debts in the 1976-78 annual 
reports. In the 1979-87 annual reports it was called Gross Income – Discount and interest 
earned, net exchange, commission and other items, and finally renamed to Gross Income 
as of 1988. 
Treatment in the annual reports: The earliest reporting of the account was in the 1973 
annual report. The 1974 and 1975 annual reports changed the format of reporting, 
presenting instead the account of Consolidated profit before taxation and after transfers to 
contingencies, which was the original account of Gross Income minus the Expenses 
account. Although these accounts were not reported directly in the profit and loss account 
for these two years, they were reported in the Notes to Accounts. The 1976 annual report 
once again reports Gross Income; however, it splits the original account into Banking 
income after eliminating intercompany transactions, Non-banking subsidiary companies’ 
operating profit after eliminating inter-company transactions and before income tax and 
extraordinary items and extraordinary items. This form of reporting continues until the 
1979 annual report where major changes took place in the reporting style. It appears that 
interest expense/interest paid was taken out of the Gross Income account and incorporated 
in the Expenses account, making comparisons with previous years impossible as interest 
expense was not reported prior to the 1979 annual report. The account was reported for the 
last time in the profit and loss statement in the 1986 annual report with the account being 
split into Interest Income and Other Operating Income as of the 1987 annual report. 
Database treatment: The earliest available data is for 1972. 1974 data is derived from the 
Notes to Accounts and converted from pounds to Australian dollars using an implicit 
conversion rate of 1.6242. To continue reporting the account in its ‘original form’ the 
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database adds the accounts of Banking income after eliminating intercompany transactions 
and Non-banking subsidiary companies’ operating profit after eliminating inter-company 
transactions and before income tax and extraordinary items for 1975, 1976, and 1977. 
These three years are not perfectly aligned to other years as Non-banking subsidiary 
companies’ expenses are not separated. Although the annual reports stopped reporting this 
account as of the 1987 report, the database continues to report this account by adding 
together the accounts of Interest Income and Other Operating Income into which this 
account was split as of the 1987 annual report. 
 
(b) Interest Income and Interest Expense accounts 
Treatment in the annual reports: The earliest reporting of the account was in the 1979 
annual report, appearing within the profit and loss account itself as of 1987 annual report.  
Database treatment: The earliest available data is for 1978. 
 
(c) Operating Income account 
Treatment in the annual reports: The earliest reporting of the account was in the 1978 
annual report. 
Database treatment: The earliest available data is for 1978. The 1978-1985 data is 
determined as Gross Income4 minus Interest Income, with 1986-2000 data reported 
directly from the annual reports’ profit and loss statements. 
 
(d) Operating Expenses account 
The account was referred to as Expenses, including directors’ emoluments in the 1973-
1978 annual reports and then as Expenses of management, including interest paid in the 
1979-1986 annual reports. In the 1987 annual report it was referred to as Operating costs 
excluding debt provisions taking on the current name as of the 1988 annual report. 
Treatment in the annual reports: The earliest reporting of the account was in the 1973 
annual report. The account was incorporated into the Consolidated profit before taxation 
and after transfers to contingencies reserves account in the 1974 and 1975 annual reports, 
although the account value was still reported in the Notes to Accounts. As of the 1976 
annual report the account is once again reported in the profit and loss statements, however 
it appears that it only consists of the ‘banking’ expenses. This form of reporting continues 
                                                 
4
 Reported in the profit and loss statements in the annual reports. 
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until the 1979 annual report where major changes took place in the reporting style. It 
appears that interest expense/interest paid was taken out of the Gross Income account and 
incorporated into the Expenses account, making comparisons with previous years 
impossible as interest expense was not reported prior to the 1979 annual report. The 
account was reported in this format for the last time in the profit and loss statement in the 
1986 annual report with the account being split into Interest Expense, Operating Expenses 
and Provision for Doubtful Debts as of the 1987 annual report. 
Database treatment: Due to the early treatment of this account in the annual reports, the 
earliest available data is 1980. The 1980-1985 data is determined as Expenses5 minus 
Interest Paid and Doubtful debts (earlier years cannot be reported as doubtful debts were 
not reported in the annual reports), with 1986-2000 data reported directly from the annual 
reports’ profit and loss statements.. 
 
(e) Provisions for Doubtful Debts account 
Treatment in the annual reports: The earliest reporting of the account was in the 1981 
annual report, appearing within the profit and loss account itself as of the 1987 report.  
Database treatment: The earliest available data is for 1980. 
 
(f) Income Tax Expense/Income, Land and Other Taxes 
Treatment in the annual reports: The earliest reporting of the account was in the 1973 
annual report. The account of Income, Land and Other Taxes is reported in the 1973-1978 
annual reports. As of the 1979 report, Income Tax Expense was reported separately and it 
appears that land and other taxes were moved into the Expenses account. Therefore, 
comparability is not perfect across the full period with 1973-1977 values also consisting of 
land and other taxes. As of the 1992 annual report, the account incorporates abnormal 
items whereas in all previous years abnormal items were reported separately after tax.  
Database treatment: The earliest available data is for 1972. Due to the changed treatment 
of abnormal items as of the 1992 annual report, Notes to Accounts were used to determine 
Income Tax Expense without abnormal items. The database therefore follows the original 
reporting style of the account to maintain comparability with previous years.  
 
                                                 
5
 Reported in the profit and loss statements in the annual reports as Expenses of Management and interest 
paid (includes provision for doubtful debts). 
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(g) Outside equity interests/Less: Interests of minority shareholders 
Treatment in the annual reports: The earliest reporting of the account was in the 1976 
annual report. It was renamed to outside equity interests as of the 1988 annual report. 
Database treatment: the earliest available data is for 1976. 
 
(h) Abnormal profit (loss)/Extraordinary items 
Treatment in the annual reports: The earliest reporting of the account was in the 1976 
annual report. As of the 1992 annual report it was reported before tax in contrast to 
previous reporting which was after tax.  
Database treatment: The earliest available data is for 1975. The database does not adhere 
to the change in reporting style that took place in the 1992 annual report, instead 
continuing to report the after tax amount to maintain consistency and comparability with 
previous years. The after tax figure is therefore presented in the database in contrast to the 
annual reports using the Notes to Accounts. The values are determined by calculating the 
difference between Abnormal profit (loss) before tax and Total income tax expense on 
abnormal items, found in the Income Tax (Benefit) Expense section in the Notes to 
Accounts. 
 
(i) Operating Profit after Income Tax Attributable to Members of the 
Company/Consolidated Profit account and Total Dividends, Proposed and Paid 
account. 
Data is available for the full duration of the period under study. 
 
2.2.1B Profit and Loss Supplementary Accounts 
 
The following accounts are presented in the database and derived from either the Notes to 
Accounts or in other parts of the annual reports. 
• Total Personnel Expenses: data is available as of 1978. 
• Total Premises Expenses: data is available as of 1978. 
• Total Other Expenses: data is available as of 1978. Calculated as Total Operating 
Expenses (as per the profit and loss statement) minus Total Personnel and Premises 
Expenses. By calculating the account in this way it ensures consistency across years as 
changes took place in the reporting of this account in the Notes to Accounts. For 
 15 
example, the Computer Expenses account was pulled out of the Other Expenses 
category as of the 1997 annual report and presented separately in a new sub-category. 
The same occurred with the Restructuring Costs account, which was reported in a 
separate category as of the 1992 annual report. 
• Salaries and Wages/Employee Remuneration: data is available as of 1970. Data for 
1970-1975 was reported in the annual reports in pounds. The database therefore 
converts these to Australian dollars using the conversion rates discussed earlier. 
• Provision for Auditors’ Remuneration: data is available as of 1970. Data for 1970-1975 
was reported in the annual reports in pounds. The database therefore converts these to 
Australian dollars using the conversion rates discussed earlier. There was a very large 
increase in the account as of 1997 due to consulting costs. 
• Interest Income on Loans and Advances: data is available as of 1989. 
• Interest Expense on Deposits: data is available as of 1989. 
• Total Fee Income: data is available as of 1989. 
• Trading Income: data is available as of 1988 and consists of the addition of Foreign 
exchange earnings and Profit/Gain (loss) on (sale of) trading and investment securities. 
 
2.2.2 Balance Sheet 
 
The database presents the balance sheet information for the period under consideration as: 
 
Assets 
Liquid Assets 
Due from other Financial Institutions 
Investments 
Net Loans and Advances 
Bank Acceptances/Customers’ Liabilities for Acceptances 
Regulatory Deposits 
Shares in Controlled Entities and Associates 
Premises and Equipment 
Other Assets 
Total Assets 
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Liabilities 
Due to Other Financial Institutions 
Deposits and Other Borrowings 
Refinance for Loans to Customers 
Liability for Acceptances 
Creditors and Other Liabilities 
Provisions 
Loan Capital/Other Capital Resources 
Total Liabilities 
Shareholders’ Equity 
Issued and Paid-Up Capital 
Preference Share Capital 
Reserves 
Retained Profits 
Share Capital and Reserves Attributable to Members of the Company 
Outside Equity Interests 
Total Shareholders’ Equity and Outside Equity Interests 
 
2.2.2A Balance Sheet Accounts 
 
(a) Liquid Assets 
Treatment in the annual reports: the reporting period began with the following accounts 
being reported in the balance sheet: 
• Coins, notes and cash at bankers 
• Money at call and short notice 
• Treasury notes and treasury bills 
In the 1973 annual report, by comparing the 1972 results in the 1973 report with the 
original results in the 1972 annual report it can be determined that the Money at call and 
short notice became the Cash and short term funds account. In the 1974 annual report, 
Coins, notes and cash at bankers and the Treasury notes and treasury bills account were 
no longer reported. Upon comparison of the 1973 original and updated figures it is clear 
that these two accounts were combined into the single Cash and short term funds account. 
This continued to be the method of reporting until the 1976 annual report when the account 
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was divided into the Coins, notes and cash at bankers, Money at call and short notice, and 
Treasury notes and treasury bills. This method of reporting continued until the 1979 
annual report. This report shows that major changes in reporting took place. This is clearly 
visible by comparing the 1978 data in the 1979 report with the original 1978 data. The 
accounts of Money at call and short notice and Treasury notes and treasury bills stopped 
being reported. Two new accounts however emerged; Loans to authorised dealers in 
Australian short term money market and Money at short call overseas. The assumption is 
therefore made that the funds in the original two accounts were transferred to the two 
newly created accounts with any remaining moneys being moved to a variety of balance 
sheet accounts. Unfortunately the exact movements cannot be traced as two changes 
occurred in the report. The assumption is further supported by the fact that the two new 
accounts generated are in fact liquid assets by their very nature. The new method of 
reporting continued until the 1988 annual report where the accounts of Coins, notes and 
cash at bankers, Loans to authorised dealers in Australian short term money market, 
Money at short call overseas and Bills receivable and remittances in transit were 
combined into the single Liquid assets accounts. 
Database treatment: Consists of the merging of the following accounts: 
• Coins, notes and cash at bankers 
• Cash and short term funds 
• Money at call and short notice 
• Treasury notes and treasury bills 
• Loans to authorised dealers in Australian short term money market 
• Money at short call overseas 
• Bills receivable and remittances in transit 
The merging of these accounts in the database is consistent with the changes that took 
place in the balance sheet over the years under consideration.  
 
(b) Due from other financial institutions/Deposits with other banks and financial 
institutions and cheques in course of collection 
Consistently reported throughout the reporting period. The only changes that occurred 
consisted of funds being transferred between the account and the Liquid assets and Net 
loans and advances accounts on a few separate occasions. 
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(c) Investments 
Treatment in the annual reports: Investment securities were originally reported in two 
accounts; Investments and Investments Unquoted. These accounts were combined as of the 
1974 report and recorded in the Investments account. In the 1988 annual report the account 
changed names to the Investment securities account with $755.6 million transferred out 
into a newly created account of Trading securities. The Trading securities account was 
further increased by $23 million which came out of the Shares in controlled entities and 
associates account.  
Database treatment: To maintain comparability across years, the database reports the 
account of Investments. This consists of the addition of Investments Quoted and 
Investments Unquoted prior to the 1974 report and the combination of the Investment 
securities account and the Trading securities account as of the 1988 report. 
 
(d) Net loans and advances 
Consistently reported throughout the reporting period. The major account merges were of 
the following accounts: 
i. Accrued income and sundry accounts 
ii. Loans to customers under refinance arrangements 
iii. Balances outstanding under hire purchase and other agreements less deferred 
charges and provisions 
(i) Accrued income and sundry accounts 
Treatment in the annual reports: originally reported in the 1973 annual report. By 
comparing the original 1972 data with the updated 1972 data in the 1973 annual report, it 
appears that funds ($29.3 million for 1972 updated data) were transferred from the Net 
loans and advances account to create this account. The account is reported until the 1978 
annual report where it appears that all funds in the account were transferred to the Bank 
acceptances account ($61.8million for 1977 original data). 
Database treatment: because only 6 years of data is reported for the account, the database 
adds the funds in the account for all the years it is reported in the annual reports, back into 
the Net loans and advances account. 
(ii) Loans to customers under refinance arrangements 
Treatment in the annual reports: reported as a line item in the balance sheet at the start of 
the database reporting period. The 1974 report shows the account merging into the net 
loans and advances account. However, the 1976 report once again reported the account as 
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a separate line item, extracting funds from the Net loans and advances account. The 
account was reported until the 1979 annual report where it appears the funds were 
transferred once again into the Net loans and advances account. This cannot be determined 
with absolute certainty because of the number of changes in reporting techniques of 
accounts in that annual report. Based on the behaviour of the account in previous years 
however, this is a reasonable assumption. 
Database treatment: due to the behaviour of the account over the years, the database adds 
the account into the Net loans and advances account for all the years it is reported as a 
separate line item account in the balance sheets of the annual reports to enhance 
comparability of data. 
(iii) Balances outstanding under hire purchase and other agreements less deferred 
charges and provisions 
Treatment in the annual reports: The 1980 annual report adds the account into Net loans 
and advances account and it is no longer reported as a separate line item in the balance 
sheet. 
Database treatment: to maintain comparability across the years the account is added back 
to the Net loans and advances account for all the years it is reported as a separate item in 
the balance sheets of the annual reports, adhering to the most updated version of reporting. 
 
(e) Bank acceptances/Customers’ liabilities for acceptances 
Treatment in the annual reports: The earliest reporting of the account was in the 1978 
annual report. Total assets of 1977 therefore increased by $244.1 million over the original 
amount recorded in the 1977 annual report. At the same time, Liabilities of customers and 
others under letters of credit, guarantees, etc6 account decreased by $231.2 million. It 
therefore appears that funds where transferred from this account into the newly created 
Bank acceptances account. Furthermore, the funds in the account of Accrued income and 
sundry accounts was also fully transferred to the newly created account. In the database 
this is located in the Net loans and advances account due to a prior merge as discussed 
above. 
Database treatment: Since most of the funds appear to come from a below-the-line account 
(an account outside the balance sheet), the database can only report this account as of 
1977. 
                                                 
6
 A below-the-line account. 
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(f) Regulatory deposits 
Treatment in the annual reports: The reporting period began with the following three 
accounts: 
• Regulatory deposits with RBA 
• Statutory deposits with Reserve Bank of New Zealand 
• Loan fund accounts with Reserve Bank of Australia 
As of the 1973 Annual report Statutory deposits with Reserve Bank of New Zealand fell to 
zero balance and was no longer reported. As of the 1974 report, the Loan fund accounts 
with Reserve Bank of Australia account was merged into the Regulatory deposits with 
RBA. Reporting continued using this account until the 1979 annual report where it appears 
that funds were moved out of the Regulatory deposits with RBA account and into a newly 
created Regulatory deposits with others overseas account. 
Database treatment: To maintain consistency and comparability, the database adds together 
all regulatory-based accounts that were reported throughout the reporting period into one 
account, Regulatory deposits as per the most current reporting style. 
 
(g) Shares in controlled entities and associates 
Treatment in the annual reports: The accounts of Trade investments at cost: Quoted and 
Trade investments at cost: Unquoted were reported until the 1974 report. The former fell 
to a value of zero in the 1973 report and the 1974 report showed the movement of the full 
funds from the Trade investments at cost: Unquoted account to the newly created/renamed 
account of Trade investments. Trade investments continued to be reported until the 1983 
report where the full amount was transferred to the newly created account of Shares in 
controlled entities and associates. This account continued being reported to the most 
recent in the database.   
Database treatment: To maintain comparability across years, all amounts in the early 
accounts have been combined and are reported in the Shares in controlled entities and 
associates account in the database. 
 
(h) Premises and Equipment 
Consistently reported throughout the reporting period without major changes taking place 
in the account. The only changes that occurred consisted of funds being transferred 
between the account and the Other assets account on a few separate occasions. 
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(i) Other Assets 
Treatment in the annual reports: The earliest reporting of the account was in the 1979 
annual report. It appears that it was created by funds being transferred primarily from the 
accounts of Liquid assets and Bank Acceptances.  
Database treatment: The earliest available data is for 1978. The account of Life Insurance 
Investment Assets has been added in for 1999 and 2000. This account was first reported in 
the 2000 annual report therefore as it consists of only two years worth of data, it has been 
added to the Other Assets account. 
 
(j) Due to other financial institutions 
Treatment in the annual reports: The account was available for the full duration of the 
database reporting period. In the 1974 annual report it was rolled into the newly created 
account of Other liabilities account. It was reported once again as of the 1976 annual 
report by a fund transfer from the Other liabilities account. 
Database treatment: Data is available from the start of the reporting period. Account values 
for the years of 1973 and 1974 were not directly reported in the balance sheets since they 
were rolled into the Other liabilities account. The account values however were reported in 
the notes to accounts in pounds. The database converts these into dollar amount using 
1.622 as the conversion rate for 1973 and 1.78 as the conversion rate for 1974. 
 
(k) Deposits and other borrowings 
Consistently reported throughout the reporting period. The major account merges were of 
the following accounts: 
i. Long term bond and bearer notes issues 
ii. Bonds and Notes 
iii. Borrowings by subsidiaries 
(i) Long term bond and bearer notes issues 
Treatment in the annual reports: first reported in the 1986 annual report. The account was 
created from a fund transfer from the account of Deposits and other borrowings. In the 
1988 report the account was no longer reported with funds being transferred to the 
accounts of Creditors and other liabilities (about 8%), the newly created Bonds and Notes 
(about 74%) and Loan capital/Other capital resources (about 18%).  
Database treatment: Data is provided for the years 2000 to 1970. The database rolls all 
funds from the Long term bond and bearer notes issues account back into the originating 
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account of Deposits and other borrowings for the 1986-1988 period. Since the Bonds and 
notes account was created from a fund transfer primarily from the Long term bond and 
bearer notes issues account, all funds in the Bond and notes account since 1988 are also 
transferred to the Deposits and other borrowings account to maintain greater comparability 
and consistency over the reporting period. 
(ii) Bonds and Notes 
Treatment in the annual reports: first reported in the 1988 from the movement of funds 
from the Long term bond and bearer notes issues fund (74%) account. This account was 
subsequently closed. 
Database treatment: funds in this account are rolled into the Deposits and other borrowing 
account to maintain comparability with the early reporting period. 
(iii) Borrowings by subsidiaries [Debenture stock (secured); Unsecured notes and loan 
deposits and Mortgage loan (secured)] and Borrowings by borrowing corporation 
subsidiaries 
Treatment in the annual reports: These three accounts were reported from the start of the 
reporting period. As of the 1975 annual report they were combined into the single account 
of Borrowings by borrowing corporation subsidiaries. In the 1988 annual report this 
account was added into Deposits and other borrowings account and Borrowings by 
borrowing corporation subsidiaries account was no longer reported as a separate line item 
in the balance sheet. 
Database treatment: to maintain comparability across the years, whenever the Borrowing 
by subsidiaries accounts and Borrowings by borrowing corporation subsidiaries account 
appeared in the balance sheet, the database adds it into the Deposits and other borrowings 
account in accordance with the most recent account treatment in the annual reports. 
 
(l) Liability for acceptances 
Treatment in the annual reports: The earliest reporting of the account was in the 1979 
annual report. It is assumed that the funds were transferred from the Deposits and other 
borrowings account. The assumption is based on the behaviour of these accounts from the 
other major banks and from the presentation of the account in the balance sheet. 
Database treatment: The earliest available data is for 1978. 
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(m) Creditors and Other Liabilities/Bills payable, other provisions and all other 
liabilities 
Treatment in the annual reports: The earliest reporting of the account was in the 1979 
annual report. It appears that funds were transferred from the Deposits and other 
borrowings account. 
Database treatment: Data is available as of 1970 due to the movement into the account of: 
i. Amounts due in respect of Refinance for Loans to Customers 
ii. Life Insurance Policy Liabilities 
(i) Amounts due in respect of Refinance for loans to customers 
Treatment in the annual reports: Reported from the start of the reporting period, however, 
the account ceased to be reported as of the 1979 annual report. Because of the number of 
changes that occurred in that report it is unclear where funds were transferred. 
Furthermore, in the 1974 annual report it was rolled into the newly created account of 
Other liabilities account. It was reported once again as of the 1976 annual report by a fund 
transfer from the Other liabilities account. 
Database treatment: Account values for the years of 1973 and 1974 were not directly 
reported in the balance sheets since they were rolled into the Other liabilities account. The 
account values however were reported in the notes to accounts in pounds. The database 
converts these into dollar amount using 1.622 as the conversion rate for 1973 and 1.78 as 
the conversion rate for 1974. As the account is not reported as of 1979, the database adds 
this account into the Creditors and Other Liabilities account for all the years it is reported. 
(ii) Life insurance policy liabilities 
Treatment in the annual reports: only reported as of the 2000 annual report. 
Database treatment: the account is added into the creditors and other liabilities account. 
 
(n) Provisions 
The Database reports the account from the start of the reporting period by summing 
together the following accounts: 
i. Proposed Final Dividend/Provision for Proposed Dividend 
ii. Provision for long service leave 
iii. Provisions for income tax 
iv. Provisions other 
v. Income tax liability 
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(i) Proposed final dividend/Provisions for proposed dividend 
Treatment in the annual reports: Reported from the start of the reporting period. In the 
1974 annual report it was rolled into the newly created account of Other liabilities account. 
It was reported once again as of the 1976 annual report by a fund transfer from the Other 
liabilities account. The account was renamed to Provisions for proposed dividend in the 
1981 annual report and continued being reported in this form until the 1988 annual report 
when all funds where rolled into the newly created Provisions account. 
Database treatment: For comparability purposes, whenever the Proposed final 
dividend/Provisions for proposed dividend is reported in the balance sheet in the annual 
reports, the database transfers the funds into the Provisions account in accordance with the 
most current treatment of this account. Account values for the years of 1973 and 1974 
were not directly reported in the balance sheets since they were rolled into the Other 
liabilities account. The account values however were reported in the notes to accounts in 
pounds. The database converts these into dollar amount using 1.622 as the conversion rate 
for 1973 and 1.78 as the conversion rate for 1974.  
(ii) Provision for long service leave 
Treatment in the annual reports: reported as of the 1979 annual report. Appears to be a 
funds transfer from Deposits and other borrowings. As of the 1981 report the account was 
transferred to the Provisions other account. 
Database treatment: All funds in the account for the years it is reported is added to the 
Provisions account for comparability purposes. 
(iii) Provisions for income tax 
Treatment in the annual reports: reported as of the 1981 annual report. Funds were 
transferred from Provision for long service leave account and the Creditors and other 
liabilities account. 
Database treatment: All funds in the account for the years it is reported is added to the 
Provisions account for comparability purposes. 
(iv) Provisions other 
Treatment in the annual reports: reported as of the 1981 annual report. Funds were 
transferred from Provision for long service leave account and the Creditors and other 
liabilities account. In the 1988 report the account was closed with funds transferred to the 
Provisions account ($208.7 million for 1987) and the Income tax liability account ($614.2 
million of deferred income tax for 1987 according to the notes to account). 
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Database treatment: All funds in the account for the years it is reported is added to the 
Provisions account for comparability purposes. 
(v) Income tax liability  
Treatment in the annual reports: Reported as of the 1988 annual report. The account was 
created from a transfer from the Provisions other account and the Provisions for income 
tax account. 
Database treatment: the funds in the account are rolled into the Provisions account to 
maintain comparability adhering to the older treatment of these funds by having them in a 
‘provision-type’ accounts. 
 
(o) Loan capital/Subordinated perpetual capital notes 
Treatment in the annual reports: The earliest reporting of the account was in the 1987 
annual report. It was originally reported as an increase in the Shareholders’ Funds section. 
As of the 1991 annual report it was moved into the liabilities section of the balance sheet. 
Database treatment: The earliest available data is for 1987. It is however reported in the 
liabilities section of the balance sheet in keeping with the most updated treatment of the 
account. 
 
(p) Other liabilities 
Treatment in the annual reports: The earliest reporting of the account was in the 1974 
annual report. Created by the merging of the Proposed final dividend/Provisions for 
proposed dividend, Due to other financial institutions and Refinance for loans to 
customers accounts. In the 1976 annual report the funds were rolled out of the account and 
back into the original accounts. 
Database treatment: The account is not reported as the Notes to Accounts contain the 
values to the three accounts that were combined to form the Other liabilities account 
which continue being reported in the database. 
 
(q) Issued and paid-up capital/Ordinary share capital 
Treatment in the annual reports: The account of Issued and paid-up capital was reported at 
the start of the reporting period. As of the 1998 report, funds in the account along with 
most of the funds in the Reserves account ($2.826 billion for 1997) where rolled into a 
new Ordinary share capital account.  
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Database treatment: The database continues to report the account information in its 
original form of Issued and paid up capital account. This information is derived from the 
notes to account. 
 
(r) Preference share capital 
Treatment in the annual reports: The earliest reporting of the account was on the 1998 
annual report. 
Database treatment: The earliest available data is for 1998. 
 
(s) Retained Profits/Profit and loss account 
Treatment in the annual reports: The account was reported from the start of the reporting 
period. In the 1974 annual report it was rolled into the Reserves account. This method of 
reporting continued until the 1975 annual report when the account was rolled out and 
reported in the original format. 
Database treatment: Data is provided for the full duration of the reporting period. The 
account is not rolled into the Reserves as in the annual report but continues being reported 
as a separate account. This is possible as the Retained profit account is reported in the 
notes to accounts for that period (as profit and loss accounts: carried forward), although in 
pounds rather than dollars. The database uses the appropriate conversion rates to convert 
the pounds to dollar values for the relevant years. 
 
(t) Outside equity interests in controlled entities/Minority shareholder’s interests in 
subsidiary company 
Treatment in the annual reports: The earliest reporting of the account was in the 1976 
annual reports. 
Database treatment: The earliest available data is for 1976. 
 
2.2.2B Balance Sheet Supplementary Accounts 
The following accounts are presented in the database and derived from either the Notes to 
Accounts or in other parts of the annual reports. 
• Coins, Notes and Cash at Bankers: data is available as of 1970. 
• Bills Receivable and Remittances in Transit: data is available as of 1970. 
• Gross Loans and Advances: data is available as of 1979. 
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• Provisions for Doubtful Debts (including provision for contingencies): data is available 
as of 1979. 
• Bad Debts Written Off, Bad Debts Recovered, Net Bad Debts: data is available as of 
1980. 
• Overdrafts, Credit Card Outstandings, Total Term Loans, Lease Finance, Hire 
Purchase, Commercial Bills: data is available as of 1987. 
• Term Loans: Housing, Term Loans: Non-Housing: data is available as of 1991. 
• Provision for Non-Lending Losses: data is available as of 1970. 
• Certificates of Deposit, Term Deposits, Other Interest Bearing Deposits, Non-Interest 
Bearing Deposits: data is available as of 1987. 
• Commercial Paper: data is available as of 1989. 
 
2.2.3 Other Account Information 
 
The following accounts are presented in the database and derived from either the Notes to 
Accounts or in other parts of the annual reports. 
• Number of Ordinary Shares: data available as of 1970. 
• Number of Ordinary Holders: data available as of 1970. 
• Return on Average Shareholders’ Funds: data available as of 1980. 
• Dividends per Share: data available as of 1970. 
• Points of Representation: data available as of 1970. 
• Staff Numbers (full time equivalents): data available as of 1970. 
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2.3 Commonwealth Bank Data Generation 
 
The Commonwealth Bank was founded in 1911 under the Commonwealth Bank Act as a 
statutory authority. The bank became a public company on 17 April 1991 after the passing 
of the Commonwealth Bank Restructuring Act in December 1990. Appendix 2A.2 traces 
through the major mergers that occurred over the years to form the bank in its current 
form. 
 
2.3.1 Profit and Loss Statement 
 
The database presents the profit and loss statement for the period under consideration as: 
 
Interest income 
Interest expense 
Net interest income 
Other Operating income 
Total net operating income 
Operating expenses 
Operating profit before debt provision 
Provision for doubtful debts 
Operating profit before income tax and abnormal items7 
Income tax expense 
Operating profit after income tax 
Outside equity interests 
Operating profit after income tax and minorities and before abnormal items 
Abnormal profit (loss) after income tax 
Operating profit after income tax attributable to members of the Company/Consolidated 
profit 
Dividends, proposed and paid 
 
 
                                                 
7
 Equivalent to ‘Consolidated profit before taxation) 
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2.3.1A Profit and Loss Statement Accounts 
 
(a) Interest Income and Interest Expense accounts 
Treatment in the annual report: The earliest reporting of the account was in the 1984 
annual report directly in the profit and loss account. Earlier data is available using the 
Notes to the Accounts. 
Database treatment: The earliest available data for Interest Income is 1982 and 1978 for 
Interest Expense. Data prior to 1983 is derived from the Notes to the Accounts by adding 
together the values provided for the Trading, Savings and Development Banks, they are 
therefore not the full amounts but indicators only. As of the 1983 annual report the data is 
derived directly from the profit and loss statement. 
 
(b) Operating Income account 
Treatment in the annual report: The earliest reporting of the account was in the 1984 
annual report directly in the Profit and Loss account. 
Database treatment: The earliest available data is for 1983. 
 
(c) Operating Expenses account 
Treatment in the annual report: The earliest reporting of the account was in the 1984 
annual report directly in the Profit and Loss account. 
Database treatment: The earliest available data is for 1983. 
 
(d) Provision for Doubtful Debts account 
Treatment in the annual report: The earliest reporting of the account was in the 1989 
annual report directly in the Profit and Loss account. 
Database treatment: The earliest available data is for 1980. Data provided as of 1988 is 
directly from the profit and loss account. Data between 1985 and 1988 is determined using 
the Notes to the Accounts according to the treatment determined in the 1992 and 1991 
annual reports. To determine a value for this account, the database adds the value in 
provisions for bad and doubtful debts in notes to the accounts to the profit and loss 
statement of Operating Profit, and the value in Net bad debts written off direct to profit 
and loss account in the Notes to the balance sheet account of Provisions for Bad and 
Doubtful Debts. Data prior to 1985 cannot be determined with any accuracy due to lack of 
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available information. The data available are simply the addition of the values for the 
Trading, Savings and Development banks in the Notes to the Accounts8. 
 
(e) Income Tax Expense account 
Treatment in the annual report: The earliest reporting of the account was in the 1983 
annual report. Income tax attributable to abnormal items account was reported as of the 
1991 annual report as a separate line item. 
Database treatment: The earliest available data is for 1982. Income tax attributable to 
abnormal items account is not reported as a separate item. Due to the changes that took 
place in the 1991 annual report, the database continues to report in the original style to 
maintain comparability by summing the accounts of Abnormal items before income tax 
and Income tax attributable to abnormal items account to determine the value for 
Abnormal items net of tax as per original reporting.  
 
(f) Abnormal/Extraordinary items (net of income tax) Account9 
Treatment in the annual report: The earliest reporting of the account was in the 1982 
annual report as Extraordinary items (net of income tax). In the 1988 and 1989 annual 
reports the account was referred to as Profit on extraordinary items (no income tax 
payable). In the 1990 annual report, the account was split into two separate accounts of 
Abnormal items (no income tax payable) and Extraordinary items (net of income tax). The 
sum of these two accounts provides the original value in the Extraordinary items (net of 
income tax) account of $3.2m. The Extraordinary items (net of income tax) account was no 
longer reported as of the 1991 annual report, instead Abnormal items before income tax 
was recorded, as well as a separate Income tax attributable to abnormal items account.  
The 1992 annual report continues reporting in this way with a further variation whereby 
Goodwill amortisation was recorded as a separate account, with the value taken out of the 
Abnormal items before income tax account. 
Database treatment: The earliest available data is for 1981. Data recorded directly from the 
annual reports for the years 1981-1988. To maintain consistency, the database does not 
report the splitting of the account that occurred in the 1990 annual report and continues to 
report in the original style by adding together the accounts of Abnormal items (no income 
                                                 
8
 Between 1982 and 1984 the values are determined from Note 2: Operating Profit using the account of 
provisions for bad and doubtful debts. Prior to 1982, the values are determined from Note 3: Provisions using 
the line item of Charge to profit and loss account. 
9
 Referred to as Extraordinary items (net of income tax) in the 1983 and 1983 annual reports. 
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tax payable) and Extraordinary items (net of income tax) for the 1989 value. Due to the 
changes that took place in the 1991 annual report, the database continues to report in the 
original style by summing the accounts of Abnormal items before income tax and Income 
tax attributable to abnormal items account to determine the value for Abnormal items net 
of tax as per original reporting. These two accounts are therefore not reported separately in 
the database. To maintain greater comparability, for the years that goodwill amortisation 
was separated out of abnormal items, the database also adds it back to the account. The 
account is therefore not reported as a separate line item. 
 
(g) Outside equity interests in operating profit after income tax 
Treatment in the annual report: The earliest reporting of the account was in the 1984 
annual report. 
Database treatment: The earliest available data is for 1983. 
 
(h) Operating Profit after Income Tax Attributable to Members of the Company/ 
Consolidated Profit account 
Data is available for the full duration of the period under study. 
 
(i) Dividends provided for, (reserved) or paid 
Data is available for the full duration of the period under study directly in the profit and 
loss statement. The account went through numerous name changes during the database-
reporting period: 
• 1970 – 1975 annual reports: Australia (Appropriated in terms of Commonwealth Banks 
Act 1959-1974 as follows:).  
• 1976 annual report: Commonwealth of Australia (Appropriated in terms of 
Commonwealth Bank Act 1959 as follows:). 
• 1977 – 1985 annual reports: Commonwealth of Australia (Allocation of profits:).  
• 1986 – 1987 annual reports: Commonwealth of Australia (Profit available for 
appropriation). 
• 1988 – 1991 annual report: Dividend provided for (or paid) to Commonwealth of 
Australia.  
• 1992 report and onwards: Dividends provided for, (reserved) or paid. 
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2.3.1B Profit and Loss Supplementary Accounts 
 
The following accounts are presented in the database and derived from either the Notes to 
Accounts or in other parts of the annual reports. 
• Auditor's remuneration: data is available as of the 1978 annual report.  The database 
adds the values provided in the notes to the accounts for the Trading, Savings, and 
Development banks and the Commonwealth Banking Corporation. As of the 1986 
annual report data for the entire group becomes available. As a result, as of 1985 there 
is large increase in the value reported. 
• Directors' Emoluments: data is available as of the 1978 annual report.  The database 
adds the values provided in the notes to the accounts for the Trading, Savings, and 
Development banks. As of the 1982 annual report, the value provided is a totalled 
figure and labelled as the Commonwealth Banking Corporation. data for the entire 
group is available as of 1988 from the 1988 annual report. 
• Salaries: data is available as of the 1984 annual report directly from the profit and loss 
statement. 
• Total personnel expenses: data is available as of the 1984 annual report and consists of 
the addition of the accounts of Salaries and Other staff expenses directly from the 
profit and loss statements. As of the 1989 annual report, the profit and loss account 
presents a combined account of Salaries and other staff expenses, which is simply the 
addition of the prior two accounts (Salaries and Other staff expenses) that were 
reported separately. 
• Building occupancy (& Equipment) expenses: data is available as of the 1984 annual 
report, directly from the profit and loss account. As of 1986 Equipment expenses are 
added to this account to reflect latter treatment where the accounts are merged as of the 
1998 annual report. A number of changes took place in the 1998 annual report. 
Equipment expenses were rolled into Building occupancy expenses, and Information 
technology services rolled out of various expense account categories. To maintain 
simplicity, the database adds the account of Information technology services to the 
Building occupancy (& Equipment) expenses account. 
• Total other expenses: data is available as of the 1984 annual report, directly from the 
profit and loss account. As of the 1987 annual report, Equipment expenses are 
separated out of the Other expenses account and reported separately in the profit and 
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loss statement. However, as of the 1998 annual report, the account is added to the 
Building occupancy expenses account and not reported separately. The database 
therefore adds the account of Equipment expenses to Building occupancy expenses as 
soon as it is separated out of Other expenses account to be consistent with later 
treatment. As of the 1989 annual report, the value for provision for bad and doubtful 
debts is taken out of the account and reported separately. There is therefore a decrease 
in the reported amounts in 1988 which is the first year the account is reported without 
the provisions for doubtful debts value. 
• Interest Income On Loans: data available as of 1991. 
• Interest Expense On deposits: data available as of 1991. 
• Fee income: data available as of 1991 and consists of the addition of the accounts of 
Lending fees and Commission and other fees. 
• Trading Income: Data is available as of 1995 and consists of the addition of Foreign 
exchange earnings, Trading securities and Other financial instruments incl. 
derivatives. 
 
2.3.2 Balance Sheet 
 
The database presents the balance sheet information for the period under consideration as: 
 
Assets 
Cash and liquid assets 
Receivables due from other financial institutions 
Securities 
Loans, advances and other receivables 
Bank acceptances of customers 
Deposits with regulatory authorities 
Property, plant and equipment 
Goodwill 
Other assets 
Total Assets 
Liabilities 
Deposits and other public borrowings 
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Payables due to other financial institutions 
Bank acceptances 
Provisions 
Income tax liability 
Bills payable and all other liabilities 
Life insurance policy liabilities 
Loan Capital/ Other Capital Resources 
Total Liabilities 
Shareholders’ Equity 
Share Capital 
Reserves 
Retained profits 
Outside equity interests in controlled entities 
Total Shareholders’ Equity and Outside Equity Interests 
 
2.3.2A Balance Sheet Accounts 
 
(a) Cash and Liquid Assets 
Treatment in the annual reports: The reporting period began with the account of Cash 
balances and money at short call being reported. It appears that in the 1977 annual report, 
this account was split into the accounts of Coin, bullion, notes and cash at bankers, Money 
at short call overseas, and Loans to authorised dealers in the short-term money market. 
This treatment continued till the 1989 annual report where Money at short call overseas 
and Loans to authorised dealers in the short-term money market were rolled into the single 
account of Money at short call. Therefore the accounts reported as of the 1989 annual 
report were Coin, bullion, notes and cash at bankers and Money at short call. As of the 
1991 annual report, the two accounts are combined into the account of Cash and liquid 
assets, which continues to be reported to the most current reporting period. 
Database treatment: Consists of the merging of the following accounts whenever they 
appeared a separate line items in the balance sheets of the annual reports: 
• Cash balances and money at short call 
• Coin, bullion, notes and cash at bankers 
• Money at short call overseas 
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• Loans to authorised dealers in the short-term money market 
• Money at short call 
• Bills receivable, remittances in transit and all other assets10 
The merging of these accounts in the database is consistent with changes that took place in 
the balance sheets over the period under consideration and consistent with the treatment of 
other banks to this account.  
 
(b) Receivables due from other financial institutions 
Treatment in the annual reports: The earliest reporting of the account was in the 1981 
annual report. The account originated from the transfer of funds from the Bills receivable, 
remittances in transit and all other assets account11.  
Database treatment: The earliest available data is 1980. 
 
(c) Securities 
Treatment in the annual reports: The accounts of Trading securities and Investment 
securities were reported as of the 1991 annual report. It cannot be determined the exact 
transfers of funds that occurred but it appears that all funds in the Australian public 
securities account were distributed between these two accounts. It also appears that funds 
from the accounts of Receivables due from other financial institutions, and Loans, 
advances and other receivables were also transferred to one or both of the accounts. 
Database treatment: As a result of the uncertainty of distribution of funds that occurred, the 
database reports the account of Securities. Values in the account prior to 1990 are the 
values of the Australian public securities account. Values in the account as of 1991 consist 
of the addition of the accounts of Trading securities and Investment securities. This 
treatment allows for greater consistency across years than would be available if the 
accounts of Australian public securities, Trading securities and Investment securities were 
each reported separately. 
 
                                                 
10
 The account was initially reported as of the 1986 annual report. The account originated from the cessation 
and split of the Bills receivable, remittances in transit and all other assets account. It stopped being reported 
in the balance sheet as a separate line item as of the 1991 annual report. 
11
 This account continued to be reported until the 1986 annual report when it was closed and the funds split 
between the accounts of Other assets and Bills receivable and remittances in transit (which is incorporated 
into the Cash and liquid assets account). 
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(d) Loans, advances and other receivables 
Consistently reported throughout the reporting period. 
 
(e) Bank acceptances of customers 
Treatment in the annual reports: The earliest reporting of the account was in the 1978 
annual report and is a direct transfer of funds from the Other assets account. 
Database treatment: The earliest available data is for 1977. 
 
(f) Deposits with regulatory authorities 
Consistently reported throughout the reporting period. 
 
(g) Property, plant and equipment 
Consistently reported throughout the reporting period. 
 
(h) Goodwill 
The earliest reporting of the account was in the 1991 annual report. 
 
(i) Other Assets 
Treatment in the annual reports: The earliest reporting of the account was in the 1986 
annual report and consisted of the account of Bills receivable, remittances in transit and 
all other assets being split into the Other assets account and the account of Bills 
receivable, remittances in transit. 
Shares in other corporations was initially reported as in the 1991 annual report. Due to the 
large number of changes that took place in that annual report it is difficult to determine 
from which account it originated, however, as of the 1992 annual report, the accounts was 
added into the Other assets account. 
Database treatment: Data is available from the start of the reporting period. The account 
was only officially reported as of 1985, although the account of Bills receivable, 
remittances in transit and all other assets was reported from the start of the original 
period. When the account was split into Other assets account and the account of Bills 
receivable, remittances in transit, only 19 percent of the total amount was directed into 
Bills receivable, remittances in transit with the rest moved to the Other Assets account. As 
a result, the database reports the account of Other assets from the start of the period using 
the values in the Bills receivable, remittances in transit and all other assets prior to 1985. 
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The account of Shares in other corporations is added to the Other assets account for the 
years it is reported separately to maintain consistency with later treatment of the account. 
The account of Life insurance investment assets (appearing for the first time in the 2000 
annual report) is added to the Other assets account to maintain consistency with the 
treatment of the other banks reported in the database. 
The account of Investment in associates is reported as of the 1998 annual report. Since the 
reporting period of the account is so short it has been added to the Other assets account to 
maintain simplicity. 
 
(j) Deposits and other public borrowings 
Treatment in the annual reports: reported from the start of the period as the account 
Deposits, bills payable and all other liabilities.  
As of the 1977 annual report, the account of Public borrowings of CBFC Limited was 
created by the transfer of funds from Deposits, bills payable and all other liabilities 
($30.178 million for 1976). The account was renamed twice; as of the 1979 annual report 
it was referred to as Public borrowing of wholly-owned subsidiaries and as of the 1984 
annual report it was referred to as Borrowing of controlled entities. As of the 1993 annual 
report, Borrowing of controlled entities was added back into the account of Deposits, bills 
payable and all other liabilities which was by than called Deposits and other public 
borrowing in the annual report. 
As of the 1978 annual report the Deposits, bills payable and all other liabilities account 
was split into the accounts of Deposits (approximately 92 percent of funds), Bills payable 
and other liabilities (about 6 percent of funds), Bank acceptances, Provision for Australian 
and overseas income taxes payable and Provision for long service leave.  
As of the 1991 annual report, the Deposits account ceased to be reported with most of the 
funds being transferred to the newly created account of Deposits and other public 
borrowing ($51.9 million was transferred to Payables due to other financial institutions for 
1990). 
Database treatment: the database reports the account of Deposits and other public 
borrowings to allow for comparability across years by using the original data in the 
account Deposits, bills payable and all other liabilities for the years 1970 – 1976. Between 
1977 and 1989 the values are derived from the Deposits account, and thereof directly from 
the Deposits and other public borrowings account.  
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For balance sheet reporting the database adds the accounts of Borrowings of controlled 
entities12 to the Deposits and other public borrowing account whenever it appears 
separately in the annual reports to maintain comparability across years. 
 
(k) Payables due to other financial institutions 
Consistently reported throughout the reporting period. 
 
(l) Bank acceptances 
Treatment in the annual reports: The earliest reporting of the account was in the 1978 
annual report and was created from a movement of funds out of the Deposits and other 
borrowings account13. 
Database treatment: The earliest available data is for 1977. 
 
(m) Provisions 
Treatment in the annual reports: Provision for long service leave was originally reported as 
of the 1978 annual report from the splitting of the Deposits, bills payable and all other 
liabilities account. The account was closed and all funds transferred to the Other 
provisions account as of the 1988 annual report.  
The Other provisions account was first reported in the 1979 annual report from a transfer 
of funds from the Bills payable and all other liabilities account.  
The account Provision for dividend was reported as of the 1988 annual report from a 
transfer of funds from the Bills payable and all other liabilities account. 
Database treatment: The earliest reporting of the account is 1977. The account consists of 
the additions of the following accounts whenever they appeared as separate line items in 
the balance sheet in the annual reports: 
• Provision for long service leave 
• Other provisions 
• Provision for dividend 
 
 
 
                                                 
12
 Referred to as Public borrowings of CBFC Limited between 1977-1978 and Public borrowings of wholly-
owned subsidiaries between 1979-1983. 
13
 Than referred to as Deposits, bills payable and all other liabilities. 
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(n) Income tax liability 
Treatment in the annual reports: The earliest reporting of the account was in the 1978 
annual report from the splitting of the Deposits, bills payable and all other liabilities 
account. The account was originally called Provision for Australian and overseas income 
taxes and renamed to it current form in the 1984 annual report. 
Database treatment: The earliest available data is 1977. 
 
(o) Bills payable and all other liabilities 
Treatment in the annual reports: The earliest reporting of the account was in the 1978 
annual report from the splitting of the Deposits, bills payable and all other liabilities 
account. As of the 1991 annual report, Debt issues was reported as a separate line item 
account with a movement of funds out of the Bills payable and all other liabilities account.  
Database treatment: The earliest available data is for 1977. The database adds the account 
of Debt issues back into the Bills payable and all other liabilities account to maintain 
comparability across years and therefore does not present in separately as a balance sheet 
line item. 
 
(p) Life insurance policy liabilities 
Treatment in the annual reports: The earliest reporting of the account was in the 2000 
annual report. 
Database treatment: The earliest available data is for 2000. 
 
(q) Loan capital/Other capital resources 
Treatment in the annual reports: The earliest reporting of the account was in the 1989 
annual report within the equity component of the balance sheet. As of the 1990, the 
account is reported separately in the balance sheet after the reporting of equity. As of the 
1994 annual report it was moved into the liabilities section of the balance sheet. 
Database treatment: The earliest available data is for 1989. 
 
(r) Share capital/Capital 
Consistently reported throughout the reporting period. 
 
(s) Reserves 
Consistently reported throughout the reporting period. 
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(t) Retained Profits 
Treatment in the annual reports: The earliest reporting of the account was in the 1988 
annual report from a movement of funds from the Reserves account. 
Database treatment: The earliest available data is for 1987. 
 
(u) Outside equity interests in controlled entities/Minority shareholder’s interests in 
subsidiary company 
Treatment in the annual reports: The earliest reporting of the account was in the 1981 
annual report. 
Database treatment: The earliest available data is for 1981. 
 
2.3.2B Balance Sheet Supplementary Accounts 
 
The following accounts are presented in the database and derived from either the Notes to 
Accounts or in other parts of the annual reports. 
• Coins, Notes and Cash at Bankers: data available as of 1976. 
• Bills Receivable and Remittances in Transit: data available as of 1985. 
• Gross Loans and Advances: data available as of 1988. 
• Provisions for Doubtful Debts: data available as of 1980. 
• Bad Debts Written Off, Bad Debts Recovered, Net Bad Debts: data available as of 
1980. 
• Overdrafts, Credit Card Outstandings, Housing Loans, Term Loans, Lease Finance, 
Bills Discounted, Redeemable Preference Share Financing, Equity participation in 
leveraged leases: data available as of 1992. 
• Bills Payable: data available as of 1992 
• Provision for self-insurance/non-lending losses: data available as of 1983. 
• Certificates of Deposit, Term Deposits, On demand and short term deposits14, Deposits 
not bearing interest: data available as of 1990. 
 
 
 
                                                 
14
 Originally reported as Other Deposits Bearing Interest but as of the 1993 annual report it appears that the 
total of the funds were transferred into the newly created account of On demand and short term deposits. 
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2.3.3 Other Account Information 
 
The following accounts are presented in the database and derived from either the Notes to 
Accounts or in other parts of the annual reports. 
• Number of Ordinary Shares: data available as of 1991. 
• Number of Ordinary Holders: data available as of 1991. 
• Dividend provided for, reserved or paid15: data available as of 1981. 
• Net Tangible Assets: data available as of 1988. 
• Return on Average Assets (before abnormal items): data available as of 1981. 
• Points of Representation: data available as of 1970. The database reports this account 
as the addition of Branches/Service Centres and Agencies as per the reporting style 
adopted as of the 1986 annual report. Prior to this format of reporting the annual 
reports recorded Branches/agencies of the Commonwealth Bank, (prior to the 1984 
annual report it was labelled Trading Bank – same data applies) Braches/sub-branches 
of the Commonwealth Savings Bank and Agencies of the Commonwealth Savings 
Bank. The 1986 format consists of the addition of the Commonwealth Savings Bank 
Branches/sub-branches and Agencies for the reporting of the Points of Representation. 
The database therefore adds these accounts for years prior to 1982 to ensure 
consistency of reporting across the years. 
• Staff Numbers (full time): data available as of 1970. 
• Return on Average Shareholders' Equity before abnormal items: data available as of 
1988. 
• Return on Average Assets (before abnormal items): data available as of 1981. 
• Earnings per share (cents) before abnormal items: data available as of 1993. 
• Earnings per share (cents) after abnormal items: data available as of 1992. 
• Capital adequacy ratio: data available as of 1988. 
• Net interest margin: data available as of 1991. 
 
                                                 
15
 Referred to as Dividend to Commonwealth Australia prior to 1991. 
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2.4 National Australia Bank Data Generation 
 
The National Bank of Australasia was founded in 1858, merging with the Commercial 
Banking Company of Sydney in 1981 to form the company it is today. Appendix 2A.3 
traces through the major mergers that occurred over the years to form the bank in its 
current form. 
 
2.4.1 Profit and Loss Statement 
 
The database presents the profit and loss statement for the period under consideration as: 
 
Income 
Expenses 
Operating profit before abnormal items 
 
Interest income 
Interest expense 
Net interest income 
Charge to provide for doubtful debts 
Net interest income after provision for doubtful debts 
Other operating income 
Total operating income 
Other operating expenses 
Operating profit before tax 
Total income tax expense (on operating income and abnormal items) 
Operating profit after income tax 
Abnormal items (after income tax) 
Operating profit after income tax and abnormal items 
Outside equity interests in operating profit (loss) after income tax 
Operating profit after income tax attributable to members of the Company 
Dividends provided for or paid 
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2.4.1A Profit and Loss Statement Accounts 
 
(a) Income account 
Treatment in the annual report: The earliest reporting of the account was in the 1979 
annual report. As of 1985, the account was no longer in the annual reports, instead, the 
accounts of Interest income and Other operating income began to be reported. 
Database treatment: The earliest available data is for 1978. Although the account is no 
longer reported in the annual report as of 1985, the database continues to report this 
account by summing the accounts of Interest income and Other operating income. 
 
(b) Expenses account 
Treatment in the annual report: The earliest reporting of the account was in the 1979 
annual report. As of 1985, the account was no longer in the annual reports, instead, the 
accounts of Interest expense and Other operating expenses began to be reported. 
Database treatment: The earliest available data is for 1978. Although the account is no 
longer reported in the annual report as of 1985, the database continues to report this 
account by summing the accounts of Interest expense, Charge to provide for doubtful 
debts  and Other operating income to maintain consistency and comparability across the 
years. 
 
(c) Interest Income and Interest Expense accounts 
Treatment in the annual report: The earliest reporting of the Interest Expense account was 
in the 1978 annual report and 1981 of the Interest Income account in the Notes to 
Accounts. The accounts were reported in the profit and loss statement as of the 1985 
annual report. 
Database treatment: The earliest available data for Interest Expense is for 1978 and 1981 
for Interest Income. 
 
(d) Charge to Provide for Doubtful Debts account 
Treatment in the annual report: The earliest reporting of the account was in the 1975 
annual report. 
Database treatment: The earliest available data is for 1974. 
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(e) Other Operating Income account 
Treatment in the annual report: The earliest reporting of the account was in the 1985 
annual report. 
Database treatment: The earliest available data is for 1984. 
 
(f) Other Operating Expenses account 
Treatment in the annual report: The earliest reporting of the account was in the 1985 
annual report. 
Database treatment: The earliest available data is for 1984. 
 
(g) Abnormal items (after income tax) 
Treatment in the annual report: The earliest reporting of the account was in the 1973 
annual report. In the 1992 to 1996 annual reports there was no tax applicable on the 
abnormal item. As of the 1997 annual report, tax is applicable and the profit and loss 
statements report abnormal items before tax. The Notes to the Accounts however, continue 
to provide figures for abnormal items after tax. 
Database treatment: The earliest available data is for 1972. The data reported is always the 
figures after tax to maintain consistency. The database uses the Notes to Accounts as of the 
1997 annual report to determine the after tax values. 
 
(h) Total income tax expense 
Treatment in the annual report: The earliest reporting of the account was in the 1979 
annual report. 
Database treatment: The earliest available data is for 1978. As of the 1997 annual report, 
abnormal items are recorded before income tax. The tax impact is therefore recorded in the 
income tax expense account. To maintain consistency with previous years, whenever 
abnormal items are recorded before income tax in the annual reports, the database uses the 
Notes to Accounts to determine abnormal items net of taxes and therefore uses the income 
tax expense account value prior to abnormal items. 
 
(i) Outside equity interests in operating profit (loss) after income tax 
Treatment in the annual report: The earliest reporting of the account was in the 1973 
annual report. 
Database treatment: The earliest available data is for 1972. 
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(j) Operating profit after income tax attributable to members of the Company 
account and Dividends provided for or paid account 
Data is available for the full duration of the period under study. 
 
2.4.1B Profit and Loss Supplementary Accounts 
 
The following accounts are presented in the database and are derived either from the Notes 
to Accounts or in other parts of the annual report. 
• Interest Income from Loans to Customers: data available as of 1987. 
• Interest Income: Other Financial Institutions: data available as of 1990. 
• Interest Income: Redeemable preference share dividends: data available between 1987 
to 1993. 
• Interest Income: Marketable debt securities: data available as of 1987. 
• Interest Expense from Deposits and other Borrowings: data available as of 1987. 
• Interest Expense: Other Financial Institutions: data available as of 1990. 
• Interest Expense: Bonds, notes and subordinated debt: data available as of 1987. 
• Interest Expense: Loan capital: data available as of 1990. 
• Loan fees from banking: data available as of 1987. 
• Money transfer fees: data available as of 1987. 
• Foreign exchange income: data available as of 1987. 
• Trading income: data available as of 199016. 
• Directors’ Remuneration: data available as of 198617. 
• Remuneration of auditors: data available as of 1972. 
• Salaries: data available as of 1983. 
• Total Personnel Expenses: data available as of 1983. 
• Total Occupancy Expenses: data available as of 1983. 
• Total General Expenses: data available as of 1984. 
• Charge to provide for Non-lending losses/contingencies: data available as of 1978. 
 
 
                                                 
16
 The Database determines values for this account by summing the accounts of Foreign exchange 
derivatives, Trading securities, Interest rate derivatives and Securities and interest rate derivatives together 
whenever values for them appear in the annual reports. 
17
 Between 1970 and 1985 the data available is of directors’ emoluments. 
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2.4.2 Balance Sheet 
 
The database presents the balance sheet for the period under consideration as: 
 
Assets 
Cash and short-term liquid assets 
Due from other banks/Due from other financial institutions 
Due from Customers on Acceptances 
Trading securities 
Available for sale securities 
Investment securities 
Loans and advances 
Shares in corporations and other securities/Investments - shares in companies and other 
securities 
Regulatory deposits 
Fixed assets 
Other assets 
Total Assets 
Liabilities 
Due to other banks/Due to other financial institutions 
Liability on acceptances 
Deposits and other borrowings 
Bonds, notes and subordinated debt/Long term debt 
Loan Capital/Other debt issue 
Other liabilities 
Total Liabilities 
Shareholders’ Equity 
Issued and paid-up capital 
Reserves 
Scrip dividend payable 
Reserve on consolidation 
Retained profits 
Outside equity interest in controlled entities 
Total Shareholders’ Equity and Outside Equity Interests 
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2.4.2A Balance Sheet Accounts 
 
(a) Cash and Short-Term Liquid Assets 
Treatment in the annual reports: The account is originally reported in the balance sheet as 
of the 1991 annual report through the merging of the Coin, notes and cash at bankers, 
Money at short call/Loans to authorised dealers in the money market and Bills receivable 
and remittances in transit accounts. 
Database treatment: Data is reported as of 1970 by merging the accounts of: 
i. Money at short call overseas 
ii. Money at short call 
iii. Loans to authorised dealers in the money market 
iv. Coin, notes and cash at bankers 
v. Bills receivable and remittances in transit 
This is consistent with the annual report treatment of these accounts which were merged as 
of the 1991 annual report and with other bank treatment of these accounts. 
(i) Money at short call overseas: Data is available from the start of the reporting period. 
The account falls to a zero balance and is no longer reported as of the 1982 annual report. 
The database adds this account to Cash and short-term liquid assets whenever it appears in 
the annual report’s balance sheet as a separate line item. This is consistent with other 
banks’ treatment of this account. 
(ii) Money at short call: The account is reported for the first time in the 1982 annual report. 
It falls to a zero balance in the 1986 annual report for that year but is reported again in the 
1988 annual report when Loans to authorised dealers in the money market closes and the 
remaining funds are transferred into this account. The account continues to be reported 
until the 1991 annual report where it is merged into Cash and short term liquid assets 
account. 
(iii) Loans to authorised dealers in the money market: Data is available from the start of 
the reporting period. The account closes in the 1988 annual report with the remaining 
funds being transferred to the Money at short call account. 
(iv) & (v) Coins, notes and cash at bankers and Bills receivable and remittances in transit: 
These accounts are available from the start of the recording period and are consistently 
reported until the 1991 annual report when they are merged into the Cash and short term 
liquid assets account. 
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(b) Due from other banks/Due from other financial institutions 
Consistently reported throughout the reporting period. 
 
(c) Due from Customers on Acceptances 
Consistently reported throughout the reporting period. 
Investment Securities 
Treatment in the annual reports: Data was reported from the start of the reporting period. 
Data was originally reported in the Australian public securities account. The account was 
closed and the entire amount transferred to the newly created Investments - public 
securities account in the 1976 annual report. This continued until the 1989 annual report 
when the account was closed and funds were transferred into the newly created Investment 
securities account with $140.4m for 1988 being transferred to the newly created account of 
Trading securities. 
Database treatment: Data is available from the start of the reporting period. To maintain 
comparability, when the earlier accounts are used in the annual reports, the database 
transfers the funds into the most current version of the account – Investment Securities. 
 
(d) Shares in corporations and other securities/Investments - shares in companies and 
other securities 
Treatment in the annual reports: Data was originally reported in the Other securities 
account which was closed as of the 1986 annual report with funds being transferred 
primarily to the newly created account of Investments - shares in companies and other 
securities.  
Database treatment: Whenever funds appear in the Other securities account in the annual 
report, the database transfers the full amounts into the reported account of Shares in 
corporations and other securities. 
 
(e) Trading Securities 
Treatment in the annual reports: The account was reported for the first time in the 1989 
annual report. It was created from a transfer of some funds from the Loans and advances 
account ($227.7m for 1988), the Investment securities account ($140.4m for 1988) and the 
Due from other banks account ($12.8m for 1988). 
Database treatment: The earliest available data is for 1988. 
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(f) Available for sale securities 
Treatment in the annual reports: The earliest reporting of the account was in the 1993 
annual report. 
Database treatment: The earliest available data is for 1993. 
 
(g) Loans and Advances 
Consistently reported throughout the reporting period. 
 
(h) Regulatory Deposits 
Consistently reported throughout the reporting period. 
 
(i) Fixed Assets 
Consistently reported throughout the reporting period. 
 
(j) Other Assets 
Treatment in the annual reports: Consistently reported throughout the reporting period. 
Database treatment: Data is available from the start of the reporting period. The database 
adds the following accounts to determine the Other Assets account: 
i. Term loan fund and farm development loan fund accounts with Reserve Bank 
ii. Other current assets 
iii. Goodwill 
iv. Mortgage loans held for sale and Mortgage servicing rights 
v. Investments relating to life insurance business 
(i) Term loan fund and farm development loan fund accounts with Reserve Bank: This 
account was reported from the start of the period of interest however it was closed in the 
1979 annual report and all funds remaining ($3.387m for 1978) were transferred. Although 
somewhat unclear, it appears that the funds were transferred into the Other assets account. 
Therefore, whenever the account appears in the annual reports, the database adds it into the 
Other assets account. 
(ii) Other current assets: The account was reported for the first time in the 1981 annual 
report. It was reported as a separate line item until the 1984 annual report when the 
account was closed and the funds transferred into the Other assets account. The database 
adds this account therefore directly into the Other assets account whenever it appears as a 
separate line item in the annual report’s balance sheet. 
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(iii) Goodwill: The account was reported for the first time in the 1990 annual report and 
was created by a transfer of funds from the Other assets account. To maintain consistency 
with previous years the database adds this account back into the Other assets account 
whenever it is recorded as a separate line item in the annual report’s balance sheet. 
(iv) Mortgage loans held for sale and Mortgage servicing rights: These accounts were 
recorded for the first time in the 1998 annual report. Since there is only three years of data 
available, the database adds these accounts into the Other assets account. 
(v) Investments relating to life insurance business: This account was recorded for the first 
time in the 2000 annual report. Since there is only one year of data available, the database 
adds this account into the Other assets account. 
 
(k) Due to other banks/Due to other financial institutions 
Consistently reported throughout the reporting period. In the 1979 annual report, the 
account was split between current and non-current liabilities. This mode of reporting 
continued until the 1984 annual report where the distinction was no longer present. The 
database does not record this split and adds the current and non-current accounts together 
whenever they appear separately in the annual reports to maintain consistency. 
 
(l) Deposits and other borrowings 
Treatment in the annual reports: In its most updated version the account consists of the 
merging of the following accounts which took place in the 1991 annual report: 
i. Bank Deposits 
ii. Other deposits and borrowings 
Both of these accounts went through various changes in the years prior to the 1991 annual 
report. 
(i) Bank Deposits: At the start of the reporting period, the annual report presented the 
account of Deposits, bills payable and all other liabilities (including bank acceptances and 
provisions for taxes and contingencies. In the 1973 annual report, the account was 
renamed to Deposits, bills payable and all other banking liabilities and funds that were 
consistent with non-bank subsidiaries were transferred to the newly created account of 
Other current liabilities – non-banking subsidiaries. In the 1978 annual report, funds were 
again transferred out of the account to create the account of Other non-current liabilities – 
non-banking subsidiary companies.  
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In the 1979 annual report, the accounts of Deposits, bills payable and all other banking 
liabilities, Other current liabilities – non-banking subsidiaries and Other non-current 
liabilities – non-banking subsidiary companies were all closed and all the funds were 
transferred between the newly created accounts of: 
• Bank Deposits: Not Bearing Interest 
• Bank Deposits: Bearing Interest 
• Liability on Acceptances 
• Bills payable, current provisions and other current liabilities 
• Other non-current provisions and liabilities 
As of the 1985 annual report, the accounts of Bank Deposits: Not Bearing Interest and 
Bank Deposits: Bearing Interest were each split into domestic and overseas components. 
This continued until the 1988 annual report when all the accounts were merged together 
into the single account of Bank Deposits. This account was reported in this form until the 
1991 annual report when it was closed and the funds transferred to the newly created 
account of Deposits and other borrowings. 
(ii) Other deposits and borrowings: Funds for the account were reported for the first time 
in the 1972 annual report in the Debentures and unsecured notes of, and deposits with, 
subsidiary companies account. In the 1973 annual report the account was closed and funds 
were transferred between the three accounts of Borrowings by subsidiary companies: of 
Debenture stock; Unsecured notes and deposits and Mortgage loans. The accounts were 
rolled into the single account of Borrowings by subsidiary companies as of the 1977 
annual report. This account was closed as of the 1979 annual report and all the funds 
transferred to the newly created account of Debentures and unsecured notes of, and 
deposits with, subsidiary companies which continued being reported until the 1984 annual 
report where the account was closed and all funds transferred to the newly created account 
of Debentures and notes issued by and deposit liabilities of subsidiary companies. This 
account was closed of in the 1988 annual reports and all funds transferred to the newly 
created account of Other deposits and borrowings. Finally, this account was closed and 
most of the funds  ($3872.3m for 1990) were transferred to the newly created account of 
Deposits and other borrowings. The rest of the funds ($303.2m for 1990) were transferred 
to the newly created account of Bonds, notes and subordinated debt. 
Database treatment: As of 1990, data is taken directly from the Deposits and other 
borrowings account in the annual reports’ balance sheet. Prior to 1990 the database 
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transfers funds from the following accounts whenever they appear to determine a value for 
the account being considered: 
• Deposits, bills payable and all other liabilities (including bank acceptances and 
provisions for taxes and contingencies18. 
• Bank Deposits: Not Bearing Interest 
• Bank Deposits: Bearing Interest 
• Bank Deposits: Not Bearing Interest in Australia 
• Bank Deposits: Not Bearing Interest Overseas 
• Bank Deposits: Bearing Interest in Australia 
• Bank Deposits: Bearing Interest Overseas 
• Bank Deposits 
• Debentures and unsecured notes of, and deposits with, subsidiary companies 
• Borrowings by subsidiary companies: of Debenture stock; Unsecured notes and 
deposits and Mortgage loans 
• Debentures and notes issued by and deposit liabilities of subsidiary companies 
• Other deposits and borrowings 
 
(m) Liability on acceptances 
Treatment in the annual reports: The account was first recorded in the 1979 annual report. 
It originated from a transfer of funds from the closure of the Deposits, bills payable and all 
other liabilities account. 
Database treatment: The earliest available data is for 1978. 
 
(n) Bonds, notes and subordinated debt 
Treatment in the annual reports: The account of Long term debt was reported for the first 
time in the 1986 annual report. In the 1991 annual report the account was closed and all 
the funds transferred to the newly created account of Bonds, notes and subordinated debt. 
                                                 
18
 The Database does not adhere to the movement of some funds out of the Deposits, bills payable and all 
other liabilities (including bank acceptances and provisions for taxes and contingencies account and into the 
2 newly created accounts of Other current liabilities – non-banking subsidiaries and Other non-current 
liabilities – non-banking subsidiary companies that occurred in the 1973 and 1978 annual reports 
respectively. The Database adds these new accounts back into the original account for the years 1972 to 1977 
when this took place. 
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Database treatment: The earliest available data is for 1986. From 1986 to 1989 the Long 
term debt account is used for the data. As of 1990, the data is derived directly from the 
Bonds, notes and subordinated debt account. 
 
(o) Loan Capital/Other debt issues 
Treatment in the annual reports: This account originally consisted of the Convertible 
unsecured notes and Perpetual floating rate notes accounts which where presented under 
the category of Loan Capital. Convertible unsecured notes were reported for the first time 
in the 1984 annual report for that year. In the 1987 annual report the account was no longer 
reported in the Liability section of the balance sheet but as a separate line item below 
Stockholders’ Equity along with the newly reported account of Perpetual floating rate 
notes. Both accounts were referred to as Other Capital Resource items as of the 1988 
annual report. As of the 1990 annual report the accounts were moved to a separate 
category in the balance sheet of Loan Capital, appearing after the Liabilities line items. 
Convertible unsecured notes fell to a zero balance in the 1993 annual report and as of the 
1997 annual report the Perpetual floating rates notes account was closed and all the funds 
transferred to the newly created account of Other debt issues in the Liability section of the 
balance sheet. 
Database treatment: The earliest available data is for 1984. Whenever the accounts of 
Convertible unsecured notes and Perpetual floating rates notes are reported in the annual 
reports’ balance sheets, the database places the funds into the Other debt issues account to 
maintain comparability across the years. 
 
(p) Other liabilities 
Treatment in the annual reports: The account consists of the merging of following 
accounts: 
i. Final dividend declared 
ii. Bills payable, current provisions and other current liabilities 
iii. Other non-current provisions and liabilities 
(i) Final dividend declared: This account was reported from the start of the reporting 
period. In the 1982 annual report, the account was no longer reported in the balance sheet 
and all funds were transferred between the accounts of Bills payable, current provisions 
and other current liabilities and Other non-current provisions and liabilities. 
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(ii) & (iii) Bills payable, current provisions and other current liabilities, and Other non-
current provisions and liabilities: These accounts were first reported in the 1979 annual 
report and originated from a transfer of funds from the closure of the Deposits, bills 
payable and all other liabilities account. These two accounts were merged in the 1984 
annual report into the single account of Bills payable, provisions and all other liabilities. 
As of the 1985 annual report, the Provisions accounts for Final dividend, Income tax, 
Deferred income tax, and Other were separated out of the Bills payable, provisions and all 
other liabilities account, which was subsequently renamed to Bills payable and all other 
liabilities. 
In the 1988 annual report, all the Provisions accounts and the Bills payable and other 
liabilities account were merged into the single account of Other liabilities, which 
continues to be reported into the current period.  
As of the 1991 annual report, some funds were moved out of the Other liabilities account 
to create the newly reported accounts of Income tax liability and Provisions. 
Database treatment: Data is provided from the start of the reporting period. To maintain 
the greatest degree of comparability across years possible, the database adds the following 
accounts from the annual reports’ balance sheets to create the Other liabilities account19: 
• Final dividend declared 
• Bills payable, current provisions and all other current liabilities 
• Other non-current provisions and liabilities 
• Provisions for: Final dividend, Income Tax, Deferred income tax, Other 
• Bills payable and other liabilities 
• Provisions 
• Income tax liability 
The Database does not follow the splitting out of the Provisions and Income tax liability 
accounts from the Other liabilities account that took place as of the 1991 annual report, 
adds those accounts back into the original. The Life insurance policy liabilities account 
was reported for the first time in the 2000 annual report for a single year. The Database 
therefore adds it into the Other liabilities account. 
 
(q) Issued and paid-up capital 
Consistently reported throughout the reporting period. 
                                                 
19
 Comparability is poorest for 1970-1977 where the account only consists of the value from the account 
Final dividend declared. 
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(r) Reserves & Reserve on Consolidation accounts 
Reserves are consistently reported throughout the reporting period. Reserve on 
consolidation is reported from the 1971 annual report till the 1976 annual report. The 
Database adds the Reserve on consolidation account to the Reserves account since 
reporting only occurred for six years. 
 
(s) Scrip dividend payable 
Reported in the 1988 and the 1989 annual reports only. 
 
(t) Retained Profits 
Consistently reported throughout the reporting period. 
 
(u) Outside equity interests in controlled entities/Minority shareholder’s interests in 
subsidiary company 
The earliest reporting of the account was in the 1971 annual report. 
 
2.4.2B Balance Sheet Supplementary Accounts 
The following accounts are presented in the database and derived from either the Notes to 
Accounts or in other parts of the annual reports. 
• Coins, Notes and Cash at Bankers: data available as of 1970. 
• Bills Receivable and Remittances in Transit: data available as of 1970. 
• Gross Loans and Advances: data available as of 1978. 
• Provisions for Doubtful Debts: data available as of 1978. 
• Bad Debts Written Off, Bad Debts Recovered: data available as of 1980. 
• Overdrafts, Credit Card Outstandings, Housing Loans, Lease Finance, Bills 
Discounted, Redeemable Preference Share Financing, Equity participation in leveraged 
leases: data available as of 1992. 
• Bills Payable: data available as of 1992 
• Provisions: data available as of 1992 
• Provision for final dividend: data available as of 1970. 
• Provision for self-insurance/non-lending losses: data available as of 1983. 
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• Certificates of Deposit, Term Deposits, On demand and short term deposits20, Deposits 
not bearing interest: data available as of 1990. 
 
2.4.3 Other Account Information 
 
The following accounts are presented in the database and derived from either the Notes to 
Accounts or in other parts of the annual reports. 
• Number of Ordinary Shares: data available as of 1991. 
• Number of Ordinary Holders: data available as of 1991. 
• Dividend provided for, reserved or paid21: data available as of 1981. 
• Net Tangible Assets: data available as of 1988. 
• Return on Average Assets (before abnormal items): data available as of 1981. 
• Points of Representation: data available as of 1970. 
• Staff Numbers (full time): data available as of 1970. 
                                                 
20
 Originally reported as Other Deposits Bearing Interest but as of the 1993 annual report it appears that the 
total of the funds were transferred into the newly created account of On demand and short term deposits. 
21
 Referred to as Dividend to Commonwealth Australia prior to 1991. 
 57 
2.5 Westpac Bank Data Generation 
 
Westpac is Australia’s oldest bank being established in 1817 as the Bank of New South 
Wales. It was not until 1982 that the bank changed its name to Westpac. Appendix 2A.4 
traces the major mergers that led to the current entity. 
 
2.5.1 Profit and Loss Statement 
The database presents the profit and loss statement for the period under consideration as: 
 
Interest income 
Interest expense 
Net interest income 
Non-interest income 
Operating income 
Non-interest expenses 
Operating profit before bad and doubtful debts and abnormal items 
Bad and doubtful debts 
Operating profit before abnormal items 
Abnormal items 
Operating profit before income tax 
Total income tax 
Operating profit after income tax 
Extraordinary items after income tax 
Operating profit after income tax and extraordinary items 
Outside equity interests in operating profit (loss) after income tax 
Operating profit after income tax attributable to equity holders of Westpac Banking 
Corporation 
Dividends provided for or paid 
 
2.5.1A Profit and Loss Statement Accounts 
 
The profit and loss statements report the account of Discount and interest earned, net 
exchange, commissions, dividends received and other items after deducting interest paid 
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and accrued on deposits, rebate on bills current at balance date, amounts written off 
assets and losses on realisation of assets and losses on realisation of assets and transfers 
to the credit of contingencies accounts (out of which accounts provisions for the Banks' 
bad and doubtful debts have been made") from the start of the Database reporting period 
until the 1979 annual report when the account of Discount and interest earned, foreign 
exchange, commissions and other revenue items was reported instead. These two accounts 
are not comparable as their reporting treatment is different. This account was reported until 
the 1983 annual report when interest income and operating income began to be reported as 
separate accounts. The database therefore does not report the two early ‘income’ accounts 
as they cannot be replicated with more current data therefore prevented comparability 
across the years. 
A similar treatment occurs for the accounts of Expenses (1978 includes amounts charged 
for Bad and Doubtful Debts) and Income, land and other taxes. Both accounts are reported 
from the start of the Database period. As of the 1979 annual report, these accounts were no 
reported and in their stead the accounts of Less: Expenses of management including 
interest paid and accrued on deposits and Total income tax were reported. This method of 
reporting continued until the 1983 annual report when interest expense and non-interest 
expenses began to be reported separately. Once again, the database does not report the 
accounts of Expenses (1978 includes amounts charged for Bad and Doubtful Debts); 
Income, land and other taxes; and Less: Expenses of management including interest paid 
and accrued on deposits as they cannot be replicated using more recent data and therefore 
cannot be compared with any accuracy across the years of interest. 
 
(a) Interest Income and Interest Expense Accounts 
Treatment in the annual reports: Interest income is reported for the first time in the 1980 
annual report and within the profit and loss account itself as of the 1983 annual report. 
Interest expense is reported for the first time in the 1979 annual report and within the profit 
and loss account as of the 1973 annual report. 
Database treatment: The earliest available data for interest income is for 1979 and the 
earliest available data for interest expense is for 1978. 
(b) Non-interest Income and Non-interest Expense Accounts 
Treatment in the annual reports: The earliest reporting of the account was in the 1980 
annual report and within the profit and loss account itself as of the 1983 annual report. 
Database treatment: The earliest available data is for 1979. 
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(c) Bad and Doubtful Debts Account 
Treatment in the annual reports: The earliest reporting of the account was in the 1980 
annual report and within the profit and loss account itself as of the 1983 annual report. 
Database treatment: The earliest available data is for 1980. 
 
(d)Total Income Tax Account 
Treatment in the annual reports: The earliest reporting of the account was in the 1979 
annual report. 
Database treatment: The earliest available data is for 1978. 
 
(e) Extraordinary Items after income tax & Abnormal Items Accounts 
Treatment in the annual reports: The account was reported for the first time in the profit 
and loss statement in the 1980 annual report and was reported for the last time in the profit 
and loss statement in the 1986 annual report although account details continued to be 
reported in the Notes to the Accounts until 1989. Abnormal items were reported for the 
first time in the 1987 annual report for the same year. 
Database treatment: The earliest available data is for 1979 for Extraordinary Items and as 
of 1987 for Abnormal Items. 
 
(f) Outside equity interests in operating profit after income tax / Less applicable to 
minority interests Account 
Treatment in the annual reports: The earliest reporting of the account was in the 1973 
annual report. 
Database treatment: The earliest available data is for 1972. 
 
(g) Operating profit after income tax attributable to equity holders of Westpac 
Banking Corporation Account 
Data is available for the full duration of the period under study. 
 
(h) Dividends provided for or paid Account 
Data is available for the full duration of the period under study. 
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2.5.1B Profit and Loss Supplementary Accounts 
 
The following accounts are presented in the database and derived from either the Notes to 
Accounts or in other parts of the annual reports. 
• Interest Income: Loans: data available as of 1990. 
• Interest Income: Deposits with other financial institutions: data available as of 1990. 
• Interest Income: Dividends on redeemable preference share finance: data available as 
of 1987. 
• Interest Income: Investment and trading securities: data available as of 1987. 
• Interest Expense: Current and term deposits22: data available as of 1987. 
• Interest Expense: Public borrowings by subsidiary borrowing corporations: data 
available as of 1987. 
• Interest Expense: Deposits from other financial institutions: data available as of 1990. 
• Interest Expense: Bonds, Notes and Commercial paper: data available as of 1987. 
• Interest Expense: Loan capital: data available as of 1987. 
• Total fees and commissions: data available as of 1987. 
• Trading income: data available as of 1987 and consists of Foreign exchange income 
and Other financial markets income.  
• Foreign exchange income: data available as of 1989 
• Total personnel expenses: data available as of 1979. 
• Salaries and wages: data available as of 1990. 
• Total equipment and occupancy expenses: data available as of 1979. 
• Total other operating expenses: data available as of 1979. 
• Provision for non-lending losses: data available as of 1980. 
• Auditors’ remuneration: data available as of 1970. 
• Directors’ remuneration: data available as of 198723. 
 
2.5.2 Balance Sheet 
 
The database presents the balance sheet for the period under consideration as: 
 
                                                 
22
 Incorporates the Savings deposits account which was reported separately in the annual reports between 
1988 - 1995 
23
 From 1972 to 1986 the values available are directors’ emoluments. 
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Assets 
Cash and short-term liquid assets 
Due from other financial institutions 
Acceptances of customers 
Investment securities 
Trading securities 
Loans 
Regulatory deposits 
Fixed assets 
Other assets 
Total Assets 
Liabilities 
Due to other financial institutions 
Deposits of customers - current and term 
Public borrowings by subsidiary borrowing corporations 
Bonds, notes and commercial paper 
Acceptances 
Provisions 
Proposed final dividend 
Loan capital 
Other liabilities 
Total Liabilities 
Shareholders’ Equity 
Share capital   
Trust originated preferred securities (TOPrS SM ) 
Reserves 
Retained profits 
Outside equity interest in controlled entities 
Total Shareholders’ Equity and Outside Equity Interests 
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2.5.2A Balance Sheet Accounts 
 
(a) Cash and Short-Term Liquid Assets 
Treatment in the annual reports: This account consists of the merging of the following 
balance sheet accounts: 
i. Cash and balances with central banks 
ii. Money at short call overseas 
iii. Loans to dealers in the Australian short term money market 
(i) Cash and balances with central banks: At the start of the reporting period the account 
was referred to as Cash, bullion and cash at bankers. In the 1989 annual report the original 
account was closed and all the funds were split between the newly created accounts of 
Cash and cash at bankers and Bullion. These accounts continued to be reported until the 
1994 annual report when these accounts were merged into the newly created account of 
Cash and short-term liquid assets. This account was reported until the 1996 annual report 
when it was renamed to Cash and balances with central banks. 
(ii) Money at short call overseas: The account was reported from the start of the reporting 
period. In the 1980 annual report the account was closed and all funds were transferred to 
the newly created account of Money at short call. The account was reported until the 1991 
annual report when its balance for that year went down to zero and it was no longer 
reported. 
(iii) Loans to dealers in the Australian short term money market: The account was reported 
from the start of the reporting period. The balance went to zero for 1985 and was not 
reported until 1992 when it once again appeared with a positive balance but only for that 
year. 
Database treatment: Data is available from the start of the database-reporting period. 
Whenever any of the following accounts appear in the annual reports’ balance sheets the 
Database transfers these funds into the account of Cash and short-term liquid assets 
thereby retaining comparability across the years and between banks regarding the 
treatment of liquid assets: 
• Cash, bullion and cash at bankers 
• Cash and cash at bankers 
• Bullion 
• Cash and short-term liquid assets 
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• Cash and balances with central banks 
• Money at short call24 
• Loans to dealers in the Australian short term money market 
 
(b) Due from other financial institutions 
Consistently reported throughout the reporting period. 
 
(c) Acceptances of customers 
Treatment in the annual reports: The account is reported for the first time in the 1980 
annual report from a direct fund transfer from the Bills receivable and remittances in 
transit account. 
Database treatment: The earliest available data is for 1979. 
 
(d) Investment securities 
Treatment in the annual reports: At the start of the reporting period the following accounts 
were reported in the balance sheet: 
• Australian Public Securities – (a) Commonwealth of Australia Treasury: Treasury 
Notes 
• Australian Public Securities – (b) Commonwealth of Australia Treasury: Other 
Securities 
• Australian Public Securities – (c) Local and Semi-Government Authorities 
• Public Securities – Other Countries: Listed 
• Public Securities – Other Countries: Unlisted 
• Other Securities 
As of the 1980 annual reports these accounts were rolled into one newly created account of 
Government and other public securities. This account was closed in the 1982 annual report 
with most25 of the funds being transferred to the newly created account of Investments. The 
Investments account was than closed in the 1987 annual report and most26 of the funds 
were transferred to the newly created account of Investment securities. 
                                                 
24
 Prior to 1980 referred to as Money at short call overseas. 
25
 $455.22m was diverted to the Loans account for 1981. 
26
 $688.8m was transferred to the newly created account of Trading securities for 1986. 
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Database treatment: Data is reported from the start of the reporting period. The database 
reports the account Investment securities by using the funds in following accounts 
whenever they appear in the annual reports’ balance sheets. 
• Australian Public Securities – (a) Commonwealth of Australia Treasury: Treasury 
Notes 
• Australian Public Securities – (a) Commonwealth of Australia Treasury: Other 
Securities 
• Australian Public Securities – (b) Local and Semi-Government Authorities 
• Public Securities – Other Countries: Listed 
• Public Securities – Other Countries: Unlisted 
• Other Securities 
• Government and other public securities 
• Investments 
 
(e) Trading Securities 
Treatment in the annual reports: The account is reported for the first time in the 1987 
annual report from fund transfers from the Investments, Due from other financial 
institutions and the Other investments accounts. 
Database treatment: The earliest available data is for 1986. 
 
(f) Loans 
Treatment in the annual reports: Originally recorded in the account Advances (incl. Loans, 
Leased Goods, and Local Bills Discounted) after deducting provisions for doubtful debts 
and unearned income. This account was closed in the 1980 annual report and most27 of the 
funds were transferred to the newly created account of Loans, advances, leasing and local 
bills discounted (after deducting provisions for doubtful debts and unearned income). This 
account was closed in the 1982 annual report and all funds were transferred to the newly 
created account of Loans (along with $455.222m from the Investment securities account). 
Database treatment: Data is available from the start of the reporting period and consists of 
funds transferred from the accounts of Advances (incl. Loans, Leased Goods, and Local 
Bills Discounted) after deducting provisions for doubtful debts and unearned income and 
                                                 
27
 $23.927m was transferred to the newly created account of Properties held for resale which was later 
merged into the Other assets account. 
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Loans, advances, leasing and local bills discounted (after deducting provisions for 
doubtful debts and unearned income) respectively. 
 
(g) Regulatory deposits with central banks 
Treatment in the annual reports: Recorded in the accounts of Statutory reserve deposit with 
RBA, Regulatory deposits with central banks overseas and Term Loan and Farm 
Development Loan Fund Accounts with RBA at the start of the Database reporting period. 
The Call and Term Deposits with Reserve Banks account was reported for the first time in 
the 1973 annual report for that year. Term Loan and Farm Development Loan Fund 
Accounts with RBA went to a zero balance in the 1979 annual report and Call and Term 
Deposits with Reserve Banks was merged into the Statutory reserve deposit with RBA 
account in the 1980 annual report. In the 1985 annual report, Statutory reserve deposit with 
RBA was merged into the Regulatory deposits with central banks overseas which 
continued being reported till the most recent year being reported. 
Database treatment: Data is available from the start of the database-reporting period. The 
Database merges the following accounts into the single account of Regulatory deposits 
with central banks whenever they appear as separate line items in the annual reports’ 
balance sheets: 
• Statutory reserve deposit with RBA 
• Regulatory deposits with central banks overseas 
• Term Loan and Farm Development Loan Fund Accounts with RBA 
• Call and Term Deposits with Reserve Banks 
 
(h) Fixed Assets 
Consistently reported throughout the reporting period. 
 
(i) Other Assets 
Treatment in the annual reports: As a separate line item in the balance sheet, the account 
was reported for the first time in the 1979 annual report for that year. It was created from 
the closure and transfer of most of the funds from the Accrued interest and sundry 
balances account. 
Database treatment: Data is available from the start of the database-reporting period. The 
account consists of the merging of the following accounts: 
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i. Accrued interest and sundry balances 
ii. Bills receivable and remittances in transit 
iii. Properties held for resale 
iv. Shares - Listed Companies, Shares - Unlisted Companies and Other Investments 
v. Life insurance investment assets 
(i) Accrued interest and sundry balances: The account was reported from the start of the 
period of interest. It was closed and $134.267m (for 1979) was transferred to the newly 
created account of Other assets. The remaining $3.245m was transferred to the newly 
created account of Other investments. 
(ii) Bills receivable and remittances in transit: The account was reported from the start of 
the period of interest as a separate line item in the balance sheet. As of the 1987 annual 
report the account was no longer reported as a separate line item in the balance sheet but 
was instead added into the Other assets account. To maintain comparability across the 
years, whenever the account appears as a separate line item in the annual reports’ balance 
sheet, the Database adds it into the Other assets account. 
(iii) Properties held for resale: The account was reported for the first time in the 1980 
annual report from a funds transfer from the Loans, advances, leasing and local bills 
discounted (after deducting provisions for doubtful debts and unearned income) account. 
The account was closed and all funds transferred into the Other assets account in the 1987 
annual report. 
(iv) Shares - Listed Companies, Shares - Unlisted Companies and Other Investments: The 
accounts were reported from the start of the Database reporting period. In the 1980 annual 
report they were closed and all funds were transferred to the newly created account of 
Other Investments. This account was reported until the 1995 annual report when the 
account was closed and all funds transferred to the Other assets account. 
(v) Life insurance investment assets: The account appears for the first time in the 2000 
annual report for that year. As a result, the Database adds it into the Other assets account 
to maintain simplicity and be consistent with the other major banks treatment of similar 
accounts. 
 
(j) Total Assets 
Consistently reported throughout the reporting period. 
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(k) Due to Other Financial Institutions 
Consistently reported throughout the reporting period. 
 
(l) Deposits of customers – current and term 
Treatment in the annual reports: Data available from the start of the period in the account 
Deposits, Bills Payable and all other liabilities, incl. contingencies, provisions for income 
taxes and other provisions. In the 1980 annual report the original account was closed and 
all funds were transferred into the newly created account of Deposits of customers - 
current and term after diverting funds into the newly created accounts of Acceptances, 
Provision for income taxes, Other Provisions and Other liabilities. As of the 1987 annual 
report, the account was merged with the Public borrowings by subsidiary borrowing 
corporations account in the balance sheets also both accounts were recorded individually 
in the Notes to the Financial Statements. 
Database treatment: Data available as of 1970 using the accounts of Deposits, Bills 
Payable and all other liabilities, incl. contingencies, provisions for income taxes and other 
provisions and Deposits of customers - current and term. The Database does not follow the 
post 1987 treatment in the annual reports’ balance sheets of merging the accounts of 
Deposits of customers - current and term and Public borrowings by subsidiary borrowing 
corporations into the Deposits and public borrowings account, instead continuing to report 
both of the accounts separately using the Notes to the Financial Statements. 
 
(m) Public borrowings by subsidiary borrowing corporations 
Treatment in the annual reports: The earliest reporting of the account was in the 1972 
annual report and originated as a fund transfer from the closure of the Debentures secured 
by Assets of Wales Properties Limited account and an additional transfer of $14.852m (for 
1971) from the Deposits, Bills Payable and all other liabilities, incl. contingencies, 
provisions for income taxes and other provisions account. The account was no longer 
reported as a separate line item in the balance sheet as of the 1987 annual report. Instead, 
the account was merged into the Deposits and public borrowings account in the balance 
sheet but continued being reported as a separate line item in the Notes to the Financial 
Statements.  
Database treatment: Data is available as of 1970 using the Debentures secured by Assets of 
Wales Properties Limited. The database continues to report the account as a separate line 
item in the balance sheet by using the Notes to the Financial Statements as of the1987 
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annual report. The database therefore subtracts the funds in the account from the Deposits 
and public borrowings as of the 1987 annual report. 
 
(n) Bonds, notes and commercial paper 
Treatment in the annual reports: Reported for the first time in the 1987 annual report from 
a transfer of funds from the Deposits of customers - current and term account28 and from 
the Other liabilities29 account. 
Database treatment: The earliest available data is for 1986. 
 
(o) Acceptances 
Treatment in the annual reports: The earliest reporting of the account was in the 1980 
annual report resulting from a fund transfer from the Deposits of customers - current and 
term account. 
Database treatment: The earliest available data is for 1979. 
 
(p) Provisions 
Treatment in the annual reports: The accounts of Provision for income tax and Other 
Provisions are reported as of the 1980 annual report from a transfer of funds from the 
Deposits of customers- current and term account. In the 1986 annual report these accounts 
are combined into the single Provisions account which is than closed in the 1987 annual 
report with all funds transferred to the Other liabilities account. 
Database treatment: The earliest available data is for 1979. The Database adds the 
accounts of Provision for income tax and Other Provisions to determine the Provisions 
account between 1979 and 1985. The Database does not follow the treatment of the 
account in the 1987 annual report’s balance sheet, instead it continues to report the account 
as a separate line item, using the Notes to the Financial Statements. As a result, the 
Database subtracts the amount of funds in the account from the Other liabilities accounts 
as of 1986. 
 
(q) Proposed Final Dividend 
Treatment in the annual reports: The account was reported from the start of the Database 
reporting period as Final dividend proposed. It was renamed in the 1980 annual report to 
                                                 
28
 $259.9m for 1986 
29
 $586m for 1986 
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Provision for proposed final dividend and again in the 1986 annual report to Proposed 
final dividend. In the 1987 annual report the account was no longer reported as a separate 
line item in the annual reports’ balance sheet but merged into the Other liabilities account. 
Database treatment: Data is provided from 1970. The Database does not follow the 1987 
annual report treatment of the account and continues to report the account as a separate 
line item using the Notes to the Financial Statements. The Database therefore subtracts the 
value of the account from the Other liabilities account as of 1986.  
 
(r) Loan Capital 
Treatment in the annual reports: The account is reported for the first time in the 1983 
annual report as a separate category outside both the liabilities and equity sections of the 
balance sheet. 
Database treatment: The earliest available data is for 1983. The Database reports the 
account in the liabilities section of the balance sheet, which is consistent with the other 
Major Banks’ treatment of the Loan capital account. 
 
(s) Other liabilities 
Treatment in the annual reports: The account is reported for the first time in the 1980 
annual report originating from a funds transfer out of the Deposits of customers - current 
and term account. 
Database treatment: The earliest available data is for 1979. The Database adds the Life 
insurance policy liabilities account from the 2000 annual report to the Other liabilities 
account as data is only available for 2000. This treatment is consistent with similar 
accounts from the other major banks. 
 
(t) Total liabilities 
Consistently reported throughout the reporting period. 
 
(u) Share capital 
Consistently reported throughout the reporting period. 
 
(v) Trust originated preferred securities (TOPrS SM ) 
Treatment in the annual reports: The account is reported for the first time in the 1999 
annual. 
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Database treatment: The earliest available data is for 1999. 
 
(w) Reserves 
Treatment in the annual reports: Originally reported as the Reserve Fund and General 
Reserves of Subsidiaries and the Other Reserves accounts. These were combined into the 
single Reserves account as of 1980 annual report. 
Database treatment: Data provided from the start of the Database reporting period. 
Between 1970 and 1978 the Database adds the accounts of Reserve Fund and General 
Reserves of Subsidiaries and the Other Reserves together to determine the value for the 
Reserves account. 
 
(x) Retained profits/Unappropriated profits/Balance of Profit and Loss Accounts 
Consistently reported throughout the reporting period. 
 
(y) Outside equity interests in controlled entities 
Consistently reported throughout the reporting period. 
 
(z) Total shareholders’ equity 
Consistently reported throughout the reporting period. 
 
2.5.2B Balance Sheet Supplementary Accounts 
The following accounts are presented in the database and derived from either the Notes to 
the Accounts or in other parts of the annual reports. 
• Cash and balances with central banks: data available as of 1970. 
• Provision for long service leave: data available as of 1978. 
• Provision for holiday leave and other staff benefits: data available as of 1978. 
• Provision for deferred income tax: data available as of 1979. 
• Provision for non-lending losses: data available as of 1979. 
• Provision for Outstanding general insurance claims: data available as of 1979. 
• Provision for doubtful debts: data available as of 1980. 
• Bad debts written off: data available as of 1980. 
• Bad debts recovered: data available as of 1980. 
• Deposits of Customers: Non-interest bearing deposits: data available as of 1984. 
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• Deposits of Customers: Other interest bearing30: data available as of 1984. 
• Loans: Finance leases: data available as of 1985. 
• Loans: Investments in leveraged lease and equity lease partnerships: data available as 
of 1985. 
• Gross Loans and Advances: data available as of 1985. 
• Provision for income taxes: data available as of 1985. 
• Loans: Redeemable preference share finance: data available as of 1986. 
• Deposits of Customers: Certificates of deposit: data available as of 1986. 
• Loans: Own acceptances discounted: data available as of 1991. 
• Loans: Overdrafts: data available as of 1993. 
• Loans: Credit card outstandings: data available as of 1993. 
• Loans: Overnight and at call money market loans: data available as of 1993. 
• Loans: Housing: data available as of 1993. 
• Loans: Non-housing: data available as of 1993. 
 
2.5.3 Other Account Information 
 
The following accounts are presented in the database and derived from either the Notes to 
the Accounts or in other parts of the annual reports. 
• Number of ordinary shares: data available as of 1970. 
• Number of holders: data available as of 1970. 
• Dividends per ordinary share (cents): data available as of 1970. 
• Net tangible assets per ordinary share ($): data available as of 1970. 
• Points of bank representation: data available as of 1970. 
• Total group employees31: data available as of 1970. 
• Net operating profit excluding minority interests to Proprietors’ equity32 – average (%): 
data available as of 1981. 
• Net operating profit including minority interests to Total assets33 – average (%):data 
available as of 1981. 
                                                 
30
 The account of Savings deposits is merged into the Other interest bearing account in accordance with the 
treatment of the account as of the 1996 annual report. 
31
 As of 1985 the value represents “core full time equivalent staff”.  
32
 Also referred to as Return on average ordinary equity before abnormals. 
33
 Also referred to as Return on average total assets. 
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• Earnings per share (cents) before abnormals: data available as of 1985. 
• Earnings per share (cents) after abnormals: data available as of 1985. 
• Risk adjusted capital ratio: data available as of 1985. 
• Expense to income ration (excluding amortisation of intangibles): data available as of 
1987. 
• Net interest margin: data available as of 1987. 
• Total risk adjusted assets: data available as of 1988. 
 
2.6 Combining the Majors 
 
Once the accounts for each bank had been generated, the database then matches the 
accounts between banks to create a set of consolidated information for the four major 
banks. It is important to take note that the financial year for the ANZ, National and 
Westpac banks all end in September whereas the financial year for the Commonwealth 
Bank ends in June. The account data generated are presented in Appendix 2C in millions 
of dollars. 
 
2.6.1 Profit and Loss Account Items 
 
The database presents the profit and loss statement for the combined majors for the period 
under consideration as: 
 
Interest income 
Interest expense 
Net interest income 
Non-interest income 
Operating income 
Non-interest expenses 
Operating profit before taxes, doubtful debts and abnormal items 
Bad and doubtful debts 
Operating profit before abnormal items 
Abnormal & extraordinary items 
Operating profit before income tax 
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Total income tax 
Operating profit after income tax 
Outside equity interests 
Operating profit to Members 
Dividends provided for or paid 
 
Operating Profit Attributable to Members of the Company and Dividends Provided for or 
Paid are the only two account items available for the full duration of the database period 
for all the major banks, i.e., 1970 to 2000. The rest of the accounts vary in regard to when 
comparative data is available for all four Banks. 
 
The Interest Expense and the Auditors’ Remuneration accounts are both available as of 
197834. 
 
Bad and Doubtful Debts are available as of 1980 for all the Banks while 
Extraordinary/Abnormal Items after tax are available as of 198135. 
 
The account of Interest Income is available for all Banks as of 198236. 
 
A number of accounts are available as of 1983: 
• Net Interest Income37 
• Operating Profit before taxes, doubtful debts and extraordinary/abnormal items38 
• Income Tax39 
• Outside Equity Interests40 
• Total Personnel Expenses41 
                                                 
34
 ANZ and Westpac have available data for Auditors’ Remuneration as of 1970, with the National providing 
data for the account as of 1972. 
35
 Extraordinary/Abnormal Items after Tax data is available as of 1975 for the ANZ, 1972 for the National 
and 1979 for Westpac. 
36
 Data for the account is available as of 1978 for the ANZ and the National with Westpac providing data as 
of 1979. 
37
 Data is available as of 1978 for both the ANZ and the National and 1979 for Westpac. 
38
 Data is available as of 1978 for both the ANZ and the National and 1979 for Westpac. 
39
 Data is available as of 1978 for the ANZ, the National and Westpac. 
40
 Data is available as of 1972 for the National and Westpac and as of 1977 for the ANZ. 
41
 Data is available for the ANZ as of 1978 and as of 1979 for Westpac. 
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• Total Equipment and Occupancy Expenses42: Westpac reports occupancy and 
equipment expenses together while the National reports their occupancy expenses 
separately while placing equipment expenses within the other operating expenses 
category. Furthermore, the Commonwealth incorporates IT services as of 1996 into the 
account further detracting from fully reliable comparisons. 
 
The accounts of Non-interest Income43, Non-Interest Expenses44 and Total Other 
Operating Expenses45 are available as of 1984. 
 
Directors’ Remuneration is available as of 1988 with earlier data for the ANZ, National 
and Westpac reported as Directors’ Emoluments. 
 
The account of Salaries and Wages is available as of 1990 for all the Banks46. 
 
A number of accounts are available as of 1991: 
• Interest Income from Deposits with Other Financial Institutions47. 
• Interest Income from Investment and Trading Securities48. 
• Interest Expense from Deposits49: For the National the account is interest expense from 
Deposits and other borrowings. Westpac reports a separate account for Interest 
Expense from Public Borrowings by Subsidiary Corporations. To maintain 
comparability between banks, the Database adds this account to the Interest Expense 
from Deposits mirroring the National treatment of ‘other borrowings’. 
• Interest Expense from Deposits from Other Financial Institutions50. 
• Interest Expense from Bonds, Notes and Commercial Paper51. 
• Total Fees and Commissions52: For the National the account consists of the addition of 
the Loan fees from Banking and Money transfer fees accounts. 
                                                 
42
 Data is available as of 1978 for the ANZ and 1979 for Westpac. 
43
 Data is available as of 1978 for the ANZ, 1983 for the Commonwealth and 1979 for Westpac. 
44
 Data is available as of 1980 for the ANZ, 1983 for the Commonwealth and 1979 for Westpac. 
45
 Data is available as of 1978 for the ANZ, 1983 for the Commonwealth and 1979 for Westpac. 
46
 Data is available as of 1970 for the ANZ and 1983 for both the Commonwealth and National. Data is also 
available for Westpac between 1979 and 1982. 
47
 Data is available as of 1989 for the ANZ, and 1990 for the National and Westpac. 
48
 Data is available as of 1988 for the ANZ and 1987 for the National and Westpac. 
49
 Data is available as of 1989 for the ANZ and 1987 for the National and Westpac. 
50
 Data is available as of 1989 for the ANZ and 1990 for the National and Westpac. 
51
 Data is available as of 1990 for the ANZ and 1987 for the National and Westpac. 
52
 Data is available as of 1989 for the ANZ and 1987 for the National and Westpac. 
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• Foreign Exchange Income53: For Westpac it is part of its Trading income account with 
data becoming available separately for the account only as of the 1990 annual report. 
 
Interest Income from Loans54 is available as of 1992 (the ANZ calls the account loans and 
advances) and the account of Trading Income as of 1995. 
 
The accounts of Interest Expense from Loan Capital, Interest Income from Dividends and 
Provision for non-lending losses although recorded in the Database are not comparable as 
data is not available for the Commonwealth. 
 
2.6.2 Balance Sheet Account Items 
 
The database presents the balance sheet for the combined majors for the period under 
consideration as: 
 
Assets 
Cash and short-term liquid assets 
Due from other financial institutions 
Acceptances of customers 
Securities 
Loans 
Regulatory deposits 
Fixed assets 
Other assets 
Total Assets 
Liabilities 
Due to other financial institutions 
Deposits and other borrowings 
Bonds, notes and commercial paper 
Acceptances 
Provisions 
Proposed final dividend 
                                                 
53
 Data is available as of 1988 for the ANZ, 1987 for the National and 1989 for Westpac. 
54
 Data is available as of 1988 for the ANZ, 1987 for the National and 1990 for Westpac. 
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Loan capital 
Income tax liability 
Other liabilities 
Total Liabilities 
Shareholders’ Equity 
Share capital   
Other Equity Instruments 
Reserves 
Retained profits 
Outside equity interest in controlled entities 
Total Shareholders’ Equity and Outside Equity Interests 
 
The following are all accounts that are available from the start of the database period for 
all the Banks: 
• Cash and short-term liquid assets 
• Securities: to enable comparability between Banks the Database merges a number of 
‘securities-type’ accounts for various banks together to derive the final account of 
Securities for each of the Banks. The ANZ reports an Investments account and the 
National and Westpac report an Investment Securities account. The ANZ also reports a 
separate account of Shares in controlled entities and associates, with the National 
reporting a similar account of Shares in corporations and other securities/Investments 
- shares in companies and other securities. Both National and Westpac report separate 
accounts of Trading Securities, with the National also reporting Available for Sale 
Securities. The Commonwealth reports one account of Securities which consists of the 
combination of trading and investment securities. To allow for comparability between 
banks, the Database therefore adds the Investment Securities account and the Trading 
Securities accounts together for the National and Westpac bank into Securities 
accounts reflecting the Commonwealth Bank Treatment. The ANZ account of 
Investments is consistent with the Commonwealth account and the Database therefore 
renames the account to the Securities account. The Database also adds the account of 
Shares in controlled entities and associates (ANZ account55) and Shares in 
corporations and other securities/Investments - shares in companies and other 
                                                 
55
 The account was originally part of Trade Investments. 
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securities (National account56) to the relevant banks’ Securities accounts to further 
enhance comparability. The Available for Sale Securities account is also added to the 
Securities account to maintain simplicity as data is only available for eight years. 
• Loans and Advances 
• Regulatory Deposits 
• Fixed Assets 
• Total Assets 
• Due to Other Financial Institutions 
• Deposits and other borrowings: Westpac reports the account of Public Borrowings by 
Subsidiary Borrowing Corporations separately. However, to maintain comparability 
with other Banks treatment, the Database adds this account to Westpac’s Deposits 
account to determine the Deposits and other borrowings account. 
• Total Liabilities 
• Share Capital 
• Reserves 
• Total Shareholders Equity 
 
The Other Assets57account is available as of 1978 for all the Banks while the accounts of 
Acceptances of Customers58, Provisions59, and Other Liabilities60 are available as of 1979. 
Due from Other Financial Institutions61, Bad Debts Written Off and Bad Debts Recovered 
are all available as of 1980 with Equity Interests in Controlled Entities62 available as of 
1981. 
 
As of 1985 data for the accounts of Provision for bad and doubtful debts63 and Provision 
for non-lending losses/self-insurance64 is available with the following accounts all 
available as of 1987: 
• Provision for Proposed final dividend65. 
                                                 
56
 Originally reported in the Other Securities account. 
57
 Data is available as of 1970 for the Commonwealth, National and Westpac. 
58
 Data is available as of 1977 for the ANZ and the Commonwealth and as of 1970 for the National. 
59
 Data is available as of 1970 for the ANZ, 1977 for the Commonwealth and 1978 for the National. 
60
 Data is available as of 1978 for the ANZ, 1977 for the Commonwealth and 1970 for the National. 
61
 Data is available as of 1970 for the ANZ, the National and Westpac. 
62
 Data is available as of 1976 for the ANZ, 1980 for the National and 1972 for Westpac. 
63
 Data is available as of 1979 for the ANZ, 1978 for the National and 1980 for Westpac. 
64
 Data is available as of 1978 for the ANZ, and the National and 1980 for Westpac. 
65
 Data is available as of 1970 for the ANZ, the National and Westpac. 
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• Retained Profits66. 
• Provision for Income Tax67. 
• Provision for Deferred Income Tax68. 
Gross Loans and Advances69 is only available as of 1988 with Loan Capital70 being 
available as of 1989. 
 
The accounts of Non-interest Bearing Deposits71, Certificates of Deposit72, Term 
Deposits73, and Total Deposits74(which consists of all interest and non-interest bearing 
deposits) are all available as of 1990. 
 
The Cash75 and Other Borrowings/Debt obligations (including Public borrowings by 
controlled entity borrowing corporations)76 accounts are available as of 1991 while the 
following are all available as of 1992: 
• Finance Leases77. 
• Redeemable Preference Share Finance Loans78. 
• On demand, short-term deposits and other interest bearing deposits79. 
• Total interest-bearing deposits80: Consists of the addition of Certificates of Deposit, On 
demand, short-term deposits and other interest bearing deposits and Term Deposits. 
The National data between 1978-1989 comes directly from the Balance sheet. 
 
Finally the Overdrafts81, Credit Cards Outstandings82, Term Loans: Housing83 and Term 
Loans: Non-Housing84 are not available until 1993 across all Banks. 
                                                 
66
 Data is available as of 1970 for the ANZ, the National and Westpac. 
67
 Data is available as of 1978 for the ANZ, 1984 for the Commonwealth and 1985 for Westpac. 
68
 Data is available as of 1978 for the ANZ, 1985 for the Commonwealth and 1979 for Westpac. 
69
 Data is available as of 1979 for the ANZ, 1978 for the National and 1985 for Westpac. 
70
 Data is available as of 1987 for the ANZ, 1984 for the National and 1983 for Westpac. 
71
 Data is available as of 1987 for the ANZ, 1978 for the National and 1984 for Westpac. 
72
 Data is available as of 1987 for the ANZ and 1986 for Westpac. 
73
 Data is available as of 1987 for the ANZ and Westpac. 
74
 Data is available as of 1987 for the ANZ, 1978 for the National and 1984 for Westpac. 
75
 Data is available as of 1970 for the ANZ, the National and Westpac. 
76
 Data is available as of 1987 for the ANZ, 1990 for the National and 1985 for Westpac. 
77
 Data is available as of  1987 for the ANZ, 1990 for the National and 1985 for Westpac. 
78
 Data is available as of 1988 for the ANZ, 1990 for the National and 1986 for Westpac. 
79
 Data is available as of 1987 for the ANZ, 1990 for the National and 1987 for Westpac. 
80
 Data is available as of 1987 for the ANZ, 1978 for the National and 1987 for Westpac. 
81
 Data is available as of 1987 for the ANZ, 1992 for the Commonwealth and 1990 for the National. 
82
 Data is available as of 1987 for the ANZ, 1992 for the Commonwealth and 1990 for the National. 
83
 Data is available as of 1991 for the ANZ, 1992 for the Commonwealth and 1990 for the National. 
84
 Data is available as of 1991 for the ANZ, 1992 for the Commonwealth and 1990 for the National. 
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2.6.3 Other Account Items 
 
Data for Points of Representation and Total Group Employees for all the Banks are 
available from the start of the reporting period. Points of Representation represent 
branches and service centres. Total Group Employees consist of all part-time and full time 
workers. Some variation however exists between banks regarding presentation of the data. 
The ANZ provides full-time equivalents data as of 1991 whereas Westpac does so as of 
1990. Furthermore, part-time numbers are not available for the Commonwealth before 
1983. 
 
Risk Adjusted Capital Ratios are available for all the Banks as of 198885 while Total Risk 
Adjusted Assets are available as of 199086. 
 
Number of Ordinary shares and Number of Holders87 and Net Average Interest Margins88 
are available for all banks as of 1991. 
 
Finally, Net Tangible Assets and Dividends per share data for all the Banks are available 
as of 199289 with the Commonwealth Bank reporting them as fully franked. 
 
2.7 Conclusion 
 
This chapter details the process used in constructing the database used for the analysis of 
the Australian banking system. It outlines and explains how profit and loss and balance 
sheet account data for each bank is established for the reporting period. The chapter further 
outlines how accounts are combined across the majors to firstly enable comparative 
analysis between banks and secondly, present combined totals for the majors to represent 
the banking industry in Australia. 
The thesis database therefore provides accounting data for the four major banks which is 
comparable between banks and across the years reported. It will enable a greater degree of 
                                                 
85
 Data for Westpac is available as of 1985. 
86
 Data for the National and Westpac are available as of 1988. 
87
 Data is available as of 1970 for the ANZ and Westpac and 1974 for the National. 
88
 Data is available as of 1989 for the ANZ, 1988 for the National and 1987 for Westpac. 
89
 Data for Net Tangible assets are available as of 1985 for the ANZ, 1978 for the National and 1970 for 
Westpac. Data for Dividends per share are available as of 1970 for the ANZ and Westpac and 1984 for the 
National. 
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study into the banking system, allowing an examination of the three unique periods of pre-
deregulation, deregulation and post-deregulation. 
 
It needs to be noted, however, that although the thesis database does provide a significant 
amount of accounting data for analysis, severe limitations still exist. Detailed account 
information is not available for many balance sheet and profit and loss account items until 
the late 1980s, with only fifteen accounts available that are consistently reported for the 
entire three decades reported.90 
 
                                                 
90
 A full breakdown of account availability is available in Appendix 2D. 
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Appendix 2A: Major Bank Formation – Major mergers only91 
 
Appendix 2A.1: AUSTRALIAN AND NEW ZEALAND BANKING GROUP 
 
 
Appendix 2A.2: COMMONWEALTH BANK OF AUSTRALIA 
 
 
 
                                                 
91
 Based on information derived from Singh, (1991). 
Bank of South Australia 
(April 1837) 
Union Bank of 
Australia (May 
1838) 
Taken 
over in 
1892 
 
Bank of Australasia 
(December 1835) First 
British Bank 
Merge in 1951 
The Australian 
and New Zealand 
Bank LTD (March  
The English, Scottish 
and Australian Bank 
(October 1852) 
Taken 
over 
in 
1921 
Join in 1970 
Australian and New Zealand 
Banking Group LTD (October 
1970) 
Bank of 
Adelaide 
Bought in 1979 
Tasmanian Post 
Office Savings 
Bank (July 1882) 
Renamed in July 
1902 as the State 
Savings Bank of 
Tasmania 
Moreton Bay Savings Bank 
(January 1856). Business taken 
over by the Queensland Savings 
Bank in January 1865 
Renamed in December 1916 as the 
Queensland Government Savings 
Bank 
Western Australian Post 
Office Savings Bank 
(September 1863) 
Changes name to the 
State Savings Bank of 
Western Australia in 
October 1926 
Commonwealth Bank of Australia 
(December 1911) 
Splits into the Reserve Bank of Australia 
and the Commonwealth Banking 
Corporation  in 1960. 
Merge 
in  
Taken 
over in 
1913 
Business 
Transferr
ed in Government 
Savings 
Bank of 
New South 
Wales 
(September 
1871) 
Commonwealth 
Savings Bank of 
Australia 
Commonwealth 
Trading Bank of 
Australia 
Separate 
entity 
from 
Separate 
entity 
from 
Amalgamates 
in 1914 
Commonwealth Bank of Australia 
Distinction between savings and trading bank 
ends in 1989 
Commissioners' Savings Banks combine in September 1912 
into the State Savings Bank of Victoria. Renamed in 
December 1980 as the State Bank of Victoria 
The Australian 
Bank (1981) 
Bought 
in 
1989 
Savings Bank 
of Port Phillip 
(January 
1842). 
Reorganised 
as one of the 
Commissioners
' Savings 
Banks in 
February 1853 
Victorian 
Post Office 
Savings 
Bank 
(September 
1865) 
Reorganis
ed in 1853 
Taken 
over in 
1897 
Bought in 1990 
Commercial 
Bank of 
Tasmania 
(June 1829) 
New South Wales Savings Bank 
"Campbell's Bank" (July 1819) 
It's business is taken over by the 
Savings Bank of New South 
Wales when it is established in 
August 1832 
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Appendix 2A.3: NATIONAL AUSTRALIA BANK 
 
 
 
Appendix 2A.4: WESTPAC BANKING CORPORATION 
 
 
 
Colonial Bank of Australasia 
(April 1856) 
National Bank of Australasia 
(October 1858) 
Absorbed 
in 1918 
Queensland National Bank 
(June 1872)  
Taken 
over in 
1948 
Commercial Banking 
Company of Sydney 
(November 1834) 
 
Merge in 1981 
National Australia Bank 
(1981) 
Bank of New South 
Wales (April 1817) Commercial Bank of Australia (October 1866)  
Merge in 1981 
Westpac Banking Corporation (May 1981) 
Western Australian Bank (June 1841) 
Taken 
over in 
1927 
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Appendix 2B: Profit and Loss Accounts for the ANZ as reported in the 2000 and 1970 
Annual Reports 
 
Australia and New Zealand Banking Group Limited and Controlled Entities 
Profit and Loss Accounts for the year ended 30 September 2000 
 Consolidated The Company 
 
Notes 2000 
$M 
1999 
$M 
1998 
$M 
2000 
$M 
1999 
$M 
Interest income 2 10,241 8,684 9,499 6,984 5,693 
Interest expense 3 (6,440) (5,029) (5,952) (4,728) (3,510) 
Net interest income  3,801 3,655 3,547 2,256 2,183 
Other operating income 2 2,583 2,377 2,142 4,230 2,159 
Operating income  6,384 6,032 5,689 6,486 4,342 
Operating expenses 3 (3,314) (3,300) (3,442) (2,474) (2,411) 
Operating profit before debt provision  3,070 2,732 2,247 4,012 1,931 
Provision for doubtful debts 15 (502) (510) (487) (353) (245) 
Operating profit before abnormal items  2,568 2,222 1,760 3,659 1,686 
 
Abnormal profit (loss) 5 221 – (102) (550) – 
Operating profit before income tax  2,789 2,222 1,658 3,109 1,686 
Income tax (expense) benefit       
   Operating profit 6 (863) (736) (576) (584) (387) 
   Abnormal (profit) loss 6 (177) – 33 (218) – 
Income tax expense 6 (1,040) (736) (543) (802) (387) 
Operating profit after income tax  1,749 1,486 1,115 2,307 1,299 
Outside equity interests  (2) (6) (9) – – 
Operating profit after income tax 
attributable to members of the Company 
 1,747 1,480 1,106 2,307 1,299 
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Consolidated Profit and Loss Account 
for the year ended 30 September 1970 
1969  1970 
$A’000 £’000  £’000 $A’000 
 
 
 
 
 
14,884 
 
 
 
 
 
6,918 
Consolidated Profit: 
After charging all expenses, providing for taxation 
on profits and making transfers for reserves and 
provision for contingencies out of which accounts 
provision has been made for any diminution in the 
value of assets 
(The 1969 profit includes a full year’s profit of 
Australia and New Zealand Bank Limited and its 
subsidiaries and 15 months’ profit of The English, 
Scottish and Australian Bank Limited and its 
subsidiaries) 
 
 
 
 
 
7,350 
 
 
 
 
 
15,813 
3,958 1,840 Deduct amounts retained by subsidiaries 2,169 4,666 
10,926 5,078 Profit attributable to Australia and New Zealand 
Banking Group Limited 
5,181 11,147 
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Chapter 3 
 
THE REGULATORY ERA 
 
3.1 Imposition of regulations 
 
Historically, the Australian banking and finance industry was characterised by a lack of 
regulation. According to Singh (1991), the face of banking changed as a result of the 1893 
banking crash, ingraining into the minds of the Australian public the perception of the ‘big bad 
private banks, uncaring of the ordinary person’. The crash precipitated a period of extensive 
conservatism in the banking system. This was further re-enforced by the World War I and the 
Great Depression of the 1930s. 
 
A re-evaluation of the industry was therefore triggered by the poor performance of the banks 
during the Great Depression leading to the first major inquiry into the Australian monetary and 
banking system. The Napier Royal Commission, established in 1935, reported that a wide range 
of regulations needed to be established for the financial system. Its main recommendations 
included the need for bank licensing and the imposition of direct controls on bank interest rates 
and credit volumes. Before its recommendations could be legislated, however, the Second World 
War began and wartime banking regulations were imposed, (Singh, 1991). “The variable reserve 
requirement (statutory reserve deposit (SRD) ratio), central bank power to impose limits on bank 
lending, and controls on bank interest rates can all be traced to wartime initiatives” (Davis, 
1999:64). 
 
Interest rate controls became the primary mechanism for bank supervision and regulation 
(Ferguson, 1991). The ‘modern’ regulated environment developed from the onset of WWII and 
the legislation that provided government with control over the economy’s financial resources 
during emergency periods. According to Harper (1991:64), “the intent of the regulations was to 
enable the government to dictate both the volume of bank lending to the private sector and the 
direction of that lending”. Regulations were in place in the financial sector by the end of the 
Second World War and became entrenched with the passing of the Banking Act 1945 which had 
been introduced by the Prime Minister Chifley94.  
 
                                                 
94
 Chifley had been a member on the Napier Royal Commission and strongly advocated the for the nationalisation of 
the banking industry. For more information see Singh 1991. 
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Greville (1991) also highlights the fact that Australia began the post-war era with a Government 
debt of more than 100% of GDP. In order to place the debt incurred by the Government during 
World War II, the banking sector was needed as a captive market for the sale of Government 
Securities as seen in Figure 3.1. This observation is supported by Harper (1991) who contends 
that a captive financial market would be very useful to fund post-war reconstruction and further 
demonstrated in Figures 3.2 and 3.3. He further highlights that the regulations were not removed 
because ‘the climate of intellectual opinion demanded it’. Community perception of the time 
encouraged close scrutiny and control of banking operations by the government. Furthermore, 
the banking industry was the major source of financial intermediation and therefore it made 
sense to use them as a vehicle for monetary policy.  This had a significant impact on the 
development of the financial sector as banks had to finance government requirements by being 
both encouraged and required to hold debt. 
 
Figure 3.7: Government Securities held by the Banking Sector to Total Bank Assets 
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Source: Reserve Bank of Australia95 
                                                 
95
 1946-1970 Securities data: Reserve Bank of Australia Occasional Paper No. 4B; Australian Banking and 
Monetary Statistics 1945-70. Trading bank data is at June averages; savings banks consist of state savings banks, 
trustee savings banks, private savings banks and the Commonwealth state savings bank with data being reported as 
at 30 June. 
1971-1974 Securities data: Reserve Bank of Australia Occasional Paper No. 8; Australian Economic Statistics 1949-
50 to 1994-95. Tables 3.8 and 3.9, consisting of the addition of Trading bank Commonwealth Government securities 
and Savings banks Public Sector Securities. The data are June figures and are “averages of weekly figures”. 
1975-1995 Securities data: Reserve Bank of Australia Occasional Paper No. 8; Australian Economic Statistics 1949-
50 to 1994-95. Table 3.7b: Public sector securities. The data are June figures and are “averages of weekly figures, 
except for those banks classified as savings banks prior to 1989, for which data are end month”. 
1946-1952 Total Assets data: Reserve Bank of Australia Occasional Paper No. 4B; Australian Banking and 
Monetary Statistics 1945-70. 
1953-1995 Total Assets data: dX Database: RBA Bulletin Database, Section B, Table B.01: Assets of Financial 
Institutions. 
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Figure 3.8: Australian Public Securities Held to Total Assets of the Commonwealth 
Banking Corporation 
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Source: Commonwealth Bank Annual Reports96 
 
 
Figure 3.9: Regulatory Deposits of the Four Major Banks to Total Major Banks’ Assets 
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Source: Thesis database 
 
                                                                                                                                                             
Securities data as reported is available only till 1997. 
96
 Data comes directly from the Balance Sheets of the Commonwealth Bank from the Australian Public Securities 
(including Commonwealth Treasury Bills and Treasury Notes) account. The Australian Public Securities account 
was only reported till 1990 after which funds where transferred between the Trading securities and Investment 
securities accounts. 
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Lyell et al (1997) and Greville (1991) both cite other reasons behind the imposition of 
government regulation. They include the pursuit of policy objectives, the maintenance of 
confidence in the financial system, as an instrument to directly affect required sectors in addition 
to a means of placing Government securities. 
Control of the banks enabled the government to pursue its policy objectives via the 
implementation of monetary policy. The perception was that banks had to be protected from 
‘excessive’ competition to ensure their continued strength so that the government could maintain 
control of financial and economic activity (Harper, 1991). The banking sector was targeted 
because it has the unique ability to create credit through its lending activities. 
 
Liquidity ratios, reserve and disclosure requirements as well as licensing and entry requirements 
were maintained to encourage confidence in the financial system. These controls promoted the 
idea that depositors’ funds were protected and that banks were safe. They further encouraged the 
belief in the community that the government was the lender of last resort. 
 
Direct controls and suasion further allowed the government to influence the lending practices of 
the banks. The government was able to direct funds to the sectors they considered a priority at 
the time, such as homebuyers, the rural sector and small business. 
 
3.2 The Regulations Imposed 
 
The regulatory phase of the banking industry saw a variety of instruments being introduced. 
They included direct controls over banks and quantitative and qualitative policies aimed at 
influencing banks’ lending activities. This resulted in a highly regulated and closed financial 
system (de Brouwer, 1999). 
 
The Banking Act (1959) gave the Reserve Bank of Australia (RBA) power to control the 
activities of both Trading and Savings banks. According to the Act, the Reserve Bank, with the 
approval of the Treasurer, had the authority to set interest rates for bank deposits and loans. This 
instrument was used until 1974 to set uniform interest rates throughout the banking system, 
effectively rationing the availability of credit. 
 
The Reserve Bank also had the power to determine lending policies for both trading banks and 
savings banks. The Reserve Bank was able to set both the volume of bank loans (quantitative 
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policy) and it distribution between industries and purposes (qualitative policy). These policies 
allowed for consistency to exist between monetary policy and bank lending. 
 
Throughout the regulatory phase, quantitative policies were primarily in the form of lending 
guidelines and moral suasion. However, on some occasions, the Reserve Bank did set strict 
limits on the volume of approvals for new lending. Qualitative policies, on the other hand were 
rarely used as they were considered to be generally ineffective and difficult to administer. 
 
The regulations imposed on banks were accepted freely by the industry as the government 
effectively treated them as a protected industry, eliminating competition by having complete 
control over bank entry. This also benefited the government itself by increasing its control over 
the intermediation process in the country (Harper, 1991). 
 
3.2.1 Trading Banks 
 
From 1960 to 1988, Australian trading banks were required to hold a Statutory Reserve Deposit 
(SRD) account with the Reserve Bank. The SRDs were developed as a tool of monetary policy. 
The RBA determined the percentage of deposits that each bank was required to hold with the 
Bank and paid a rate of interest well below existing market rates on these accounts. A decrease 
in the SRD ratio resulted in increased liquidity in the system and vice versa. Thus the SRD ratio 
allowed the Reserve Bank to influence a bank’s holdings of liquid assets and therefore its ability 
to make loans to customers. 
 
Trading banks were also subject to maximum deposit and lending rates as well as minimum and 
maximum maturities on deposits accepted. Term loans funds and farm development loans were 
also established which were partially funded by the Trading bank and partially by the SRD 
accounts. These loans were targeted to the rural, industrial and commercial sectors as well as a 
means of financing exports. 
 
The major trading banks were also operating under the Liquid assets and Government Securities 
(LGS) ratio. The ratio required that a specified percentage of deposit balances (between fourteen 
and eighteen percent97) be placed in liquid98 assets. Changes in deposit flows therefore had a 
direct impact on the amount of LGS assets being held. Generally, banks maintained LGS assets 
                                                 
97
 Although it did increase to 23 percent between February 1976 and April 1977. 
98
 Cash accounts, RBA deposits (excluding SRDs), Treasury notes and other Commonwealth Government securities. 
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well above minimum requirements (Battelino and Macmillan, 1989) to shield against movements 
in deposits flows and protect their lending capacity. If system liquidity was tightened, it usually 
resulted in a trading banks’ LGS ratio falling to its minimum, which put pressure on banks to 
‘restrict loans’ as they were effectively unable to compete for deposits due to the various interest 
rate regulations imposed. 
Another instrument that was introduced was the Non-Callable Deposit (NCD) in March 1969. 
The NCDs were to be lodged with the Reserve Bank and were required to be equivalent to one 
percent of a bank’s total Australian dollar assets within Australia, less its capital base and 
favourable overnight settlement balances. They were subject to an interest rate ceiling, they had 
a minimum maturity period of 90 days, were set at a minimum size of $50,000 and banks were 
not allowed to repurchase their own NCD. The NCD, however, allowed banks to access funds 
from the non-bank sector to ‘meet’ any potential liquidity needs arising from the LGS or 
unanticipated increase in the demand for funds. This was a much cheaper alternative compared 
to borrowing the required funds from the RBA. 
 
3.2.2 Savings Banks 
 
A range of regulations were imposed in relation to savings banks lending and deposit-taking 
activities. They were severely restricted in their application of deposit funds. All depositors’ 
funds had to be placed in “specified”99 assets, of which at least 65 percent were to be placed in 
“prescribed”100 assets, and at least 10 percent had to be held as “liquid”101 assets. The prescribed 
asset ratio imposed on the savings banks effectively forced banks to purchase government 
securities (de Brouwer, 1999). The deposit rates of savings banks were fixed and there was a 
$10,000 maximum amount limit on any single interest bearing deposit. Savings banks were also 
effectively excluded from raising deposits in wholesale markets as they were prohibited from 
accepting deposits from profit-making or trading institutions. 
 
Personal loan rates were subject to maximums and a ceiling was also imposed on the mortgage 
rate which was not removed until April 1986. Even once removed, a residual impact remained as 
loans approved prior to that date were still subject to the ceiling. 
 
                                                 
99
 Cash accounts, deposits with the RBA, deposits/loans with other banks, Government securities, securities/loans 
guaranteed by Government authorities, loans to authorized money market dealers and housing or other loans secured 
by land. 
100
 Cash accounts, Government securities, and securities guaranteed by Government authorities. 
101
 RBA deposits and Treasury notes and bills. 
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3.3 Impact of Regulation 
 
3.3.1 The Financial Sector 
The general perception seems to be that the regulations under which banks operated “hobbled 
their growth” (Greville, 1991), encouraging the development of rival non-bank financial 
institutions (NBFIs) such as finance companies and merchant banks. Regulations limited bank 
ability to intermediate between borrowers and lenders, encouraging NBFIs to fill the gap 
(Harper, 1991). The 1950s to the late 1970s therefore saw a persistent decline in both the share 
of financial assets held by banks and bank market share. This decline is illustrated in Figure 3.4 
where bank assets as a percentage of financial sector assets fell continually from the 1950s with 
increases only registering as the late 1980s as regulations were lifted.  
 
Figure 3.10: Total Bank Assets (Other than the RBA) to Total Assets of the Financial 
Sector 
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Source: dX Database: RBA Australian Economic Statistics database102 
 
The decline is further highlighted by looking at the relatively slow asset growth that took place 
among the four major banks during the 1970s in Figure 3.5 which shows an average annual 
growth of about 15 percent between 1970 and 1978 in comparison to NBFIs103 which grew at an 
average of 27 percent104 for the same period. The decline in bank growth was matched by 
corresponding growth by non-bank financial institutions (NBFIs) such as building societies, 
                                                 
102Table 3.4: Total Assets of Financial Institutions (A8.304E.PT), data provided up to 1995/96. 
103
 NBFIs refer to Permanent Building Societies and Credit Co-operatives. 
104
 Data is derived from the DX for Windows Database - RBA Bulletin Database, B. Assets and Liabilities of 
Financial Institutions and Non-financial Sectors, Table B.01: Assets of Financial Institutions (Historical yearly 
series (30-June).  
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finance companies, unit trusts and friendly societies. Figure 3.6 demonstrates the rapid growth of 
NBFIs as of the 1950s. Over 55 percent of financial sector assets were situated within the non-
bank sector by the early 1980s. The regulations therefore caused disintermediation in the finance 
sector with financial activities flowing to the non-banking sector which lay outside the regulatory 
framework (de Brouwer, 1999). 
 
Figure 3.11: Total Assets for the ANZ, Commonwealth, National and Westpac Banks 
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Figure 3.12: Total NBFIs and Managed Funds Assets as to Total Financial Sector Assets 
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105Table 3.4: Total Assets of Financial Institutions (A8.304M.PT & A8.304T.PT) 
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During this period the banking sector found it increasingly difficult to compete with non-banks 
due to the competitive disadvantages imposed by the regulatory framework. The banking sector 
was unable to compete for deposits as they were not permitted to set deposit rates. This ensured 
that their deposit funds were particularly sensitive to any changes in rates with market 
participants moving their funds to NBFIs to earn higher interest returns. As market rates 
increased, deposit flows into the sector would decrease, with flows to the non-bank sector 
increasing. 
 
The controls over bank borrowing and lending encouraged substitutes to develop in the ‘non-
controlled’ sector. Figures 3.7 and 3.8 both show the relatively slow growth of bank deposits and 
banks’ loans and advances in the early 1970s reflecting the banks inability to determine deposit 
and lending rates. Both diagrams illustrate very gradual changes in both deposits and loans 
throughout the regulated period with substantial increases beginning as of the 1980s when 
regulations began to be lifted. Banks lost ground to NBFIs that were able to offer attractive rates 
of interest on deposits to customers who also used them for borrowing (Naughton and Harvie, 
1996). Figure 3.9 highlights the decline in the banks’ loans and advances from the 1950s to the 
1980. This decline is mirrored by NBFI increases as they successfully entered the market and 
competed for customers. Banks, on the other hand, were hampered by regulations that officially 
held down the interest rates or even paid out a zero nominal rate on current accounts. As such, 
bank growth in loans and advances was dampened in the regulated era as demonstrated in Figure 
3.10, where major banks’ share of loans and advances fluctuated between 50 to 60 percent 
throughout the 1970s with rapid and substantial increases only occurring as deregulation took 
place. 
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Figure 3.7: Deposits and Other Borrowings of the Majors 
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Figure 3.8: Loans and Advances of the Majors 
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106
 The ANZ and the National both report ‘Deposits and Other Borrowings’, with the Commonwealth reporting 
‘Deposits and Other Public Borrowings’ and Westpac ‘Deposits of Customers - current and term’ 
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Figure 3.9: Percentage of Loans and Advances held by Banks and NBFIs to the Total held 
by Financial Intermediaries 
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Source: dX Database: RBA Australian Economic Statistics database107 
 
Figure 3.10: Loans & Advances held by the Majors to the Total Loans and Advances held 
by Financial Intermediaries 
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Source: Reserve Bank of Australia108 
 
                                                 
107Table 3.2: Lending and Credit Aggregates (A8.302A, B & C) 
108
 Financial Intermediaries consist of Banks and NBFIs. Data for all Banks and NBFI is derived from Australian 
Economic Statistics 1949–50 to 1994–95, RA Foster, Occasional Paper No. 8, June 1996, Table 3.2: Lending and 
Credit Aggregates 
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To combat the growth of the non-banks to some extent, banks entered the arena by establishing 
non-bank subsidiaries. This allowed them to protect their operating profit from the competition 
provided by the non-bank sector. As a result the operating profit of the major banking groups 
grew at an average of 26 percent109 between 1970 and 1978. Figure 3.11 shows the consolidated 
total assets for the four major banks in relation to the total assets of all banks as independent 
banking units (the RBA Bulletin data for total banks excludes banks’ subsidiaries; the data is 
therefore based on trading and saving bank assets only). There is little difference in results with 
the consolidated results even larger as of 1982 showing that by establishing non-bank 
subsidiaries, individual banking corporations were able to protect their market share and 
therefore their profitability. This is further highlighted in Figure 3.12 which compares total assets 
of all banks, NBFI and the four majors as a percentage of total financial sector assets. The 
decline in total bank assets is simply not present when looking at the consolidated group results 
of the major four banks. Therefore, although the percentage of total assets held banking entities 
fell in the regulated era, consolidated annual report results suggest that by acquiring and 
establishing NBFIs, the major banks were able to remain competitive as consolidated 
corporations. 
 
Figure 3.11: Total Assets of Banking Institutions and the Majors 
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Source: Thesis database and dX Database: RBA Bulletin Database110 
 
                                                 
109
 Based on calculated yearly percentage change of the Major Banks’ operating profit using the developed 
Database. 
110
 Total Bank Assets as per the DX for Windows Database; RBA Bulletin Database (Released: 21-Jul-2005; 
Written: EconData; Series: 2481), B. Assets and Liabilities of Financial Institutions and Non-financial Sectors, 
Table B.01: Assets of Financial Institutions, Historical yearly series (30-June). 
 159 
Figure 3.12: Total Assets of Majors, All Banks and NBFIs to Total Financial Institution 
Assets 
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Source: Thesis database and dX Database: RBA Bulletin Database111 
 
NBFIs therefore grew both as independent enterprises and as a result of bank entry into the 
sector. Foreign owned banks also established NBFIs as a means of entering a market from which 
they were prohibited as a consequence of regulations. As a result, the period saw a spectacular 
growth in money market corporations, permanent building societies and credit unions as various 
banking institutions attempted to avoid the regulations imposed on them as demonstrated in 
Figure 3.6. 
 
A particular regulation that banks sought to evade was the SRD requirement, which raised the 
costs of trading bank lending, generating upward pressure on bank interest rates. Banks therefore 
tried to avoid its impact by looking for funding sources outside domestic deposits and trying to 
move away from direct lending to fee-based activities such as bill acceptances and endorsements 
(Battelino and Macmillan, 1989). “By providing finance through bills, which could be on-sold in 
the market, a bank was able to earn a fee for the service, but avoid the need to fund the loan and 
                                                 
111
 All Bank, NBFI and total financial institutions asset data as per the DX for Windows Database; RBA Bulletin 
Database (Released: 21-Jul-2005; Written: EconData; Series: 2481), B. Assets and Liabilities of Financial 
Institutions and Non-financial Sectors, Table B.01: Assets of Financial Institutions, Historical yearly series (30-
June). Major Banks’ assets data as per the developed Database. 
NBFIs consist of permanent building societies, credit co-operatives, authorised money market dealers, money 
market corporations, pastoral finance companies, finance companies, and general financiers. 
Total financial institutions consist of the RBA, Total Banks, NBFIs, Managed Funds (Life insurance offices, Super 
funds, Cash management trusts, Common funds, Friendly societies, and Public unit trusts), and other financial 
institutions (General insurance offices, intra-group financiers, other (FCA) fin corps, intra-group and other financial 
corp, securitisation vehicles and co-op housing societies). 
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therefore meet the cost of SRDs. Where a funded loan was provided, a bank could still avoid the 
cost of the SRD by funding itself by foreign currency deposits or issuing its own bills”, (Battelino 
and Macmillan, 1989: 18). Butlin, Hawtrey and Ryan (1982) confirm the move towards bill 
financing, showing that between 1974 and 1980 bill acceptances grew at an annual rate of 23 
percent and providing details on the advantages that the banks accrued by using bills in 
comparison with traditional lending instruments. The move towards bill financing is clearly 
observed in the behaviour of the Majors as per Figure 3.13. Bill acceptances continued to grow 
rapidly throughout the 1980s, slowing only in the 1990s. 
 
Figures 3.13(a) & (b): Bill Acceptances by the Big Four 
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The imposition of the various controls on the banking sector resulted in the development of an 
established pattern of behaviour in the management of the banks in that banks basically acted as 
asset managers (Battelino and Macmillan, 1989). Restrictions in setting interest rates eliminated 
their ability to compete actively for deposits, resulting in passive acceptance of any deposit 
money entering the sector. Active management only occurred in the allocation of the funds 
between assets. The rationing of funds due to quantitative controls therefore impeded the 
development of the financial system (Battellino, 2000). 
 
A further repercussion of interest rate controls was that not only did it prevent banks from 
competing for depositors and borrowers; it allowed them to operate in a relatively risk-free 
environment. As Ferguson (1991) points out, credit rationing ensured that only those with the 
highest credit standings were able to borrow, minimising banks’ exposure to risk. As a 
consequence, the banking sector had little experience in the pricing of risk and risk management 
techniques. Provision for Doubtful Debts and Net Bad Debts were therefore relatively low (as 
per Figures 3.14 and 3.15) throughout the late 1970s and 1980s for the majors (although the 
ANZ bank began to increase its provision as of 1984), while banks were primarily asset 
managers, changing dramatically as the business of banking started to change. Thompson 
(1991:116) further states that banks provided relatively small amounts of business financing. 
“Banks, for all intents and purposes, accepted deposits, purchased government securities, made 
loans for housing and extended overdrafts to selected clients.” 
 
Figure 3.14: Provision for Doubtful Debts 
-
500
1,000
1,500
2,000
2,500
3,000
3,500
4,000
19
78
19
79
19
80
19
81
19
82
19
83
19
84
19
85
19
86
19
87
19
88
19
89
19
90
19
91
19
92
19
93
19
94
19
95
19
96
19
97
19
98
19
99
20
00
($ 
m
illi
on
s)
ANZ COMMONWEALTH NATIONAL WESTPAC
 
Source: Thesis database 
 
 162 
Figure 3.15: Net Bad Debts 
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3.3.2 The Public Sector (Policy)  
 
Quantitative controls and interest rate regulations were being used as the primary tools of 
monetary policy. However, the increasing inability of banks to compete with the non-bank sector 
was weakening the effectiveness of monetary policy as it was operating on a falling share of the 
total financial market. Figure 3.16 illustrates substantial falls in bank activity. Total assets of 
banks as a percentage of GDP fell from a high of 60 percent in the early 1950s to below 48 
percent in the early 1980s. This contraction in banking activity was taken up by NBFIs who grew 
rapidly as of the 1950s. Total assets of NBFIs as a percentage of GDP rose from under 10 
percent to over 35 percent by the early 1980s. 
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Figures 3.16(a) & (b): Assets of Financial Institutions to GDP 
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Source: dX Database: RBA Australian Economic Statistics database112 
 
When undertaking contractionary monetary policy, the major mechanisms used by the 
authorities were the variation of the LGS/SRD ratio and the sale of Commonwealth Government 
Securities (CGS), (Battellino and Macmillan, 1989). An increase in the ratio obliged banks to 
decrease their holdings of non-LGS/SRD assets. As banks began to approach the minimum ratio 
requirements they were compelled to decrease their lending. One the other hand, sales of CGS 
increased market interest rates causing outflows of deposits from the bank to the non-bank 
sector. The Wallis Committee discussed how government attempts at tightening monetary policy 
                                                 
112
 RBA Australian Economic Statistics database, Table 3.4: Total Assets of Financial Institutions (A8.304E.PY & 
A8.304M.PY); data series available till 1995/96. 
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in order to decrease the volume of lending was often undermined by the public who were able to 
turn to the non-bank for the borrowing requirements. 
 
De Brouwer (1999) further argues that the problem of policy effectiveness was intensified by the 
fact that the interest rates on CGS were not sensitive to changes in market rates. This meant that 
they were becoming less and less attractive to hold and potentially leading to greater dependence 
on the central bank for government financing. 
 
The incentives to deregulate can therefore be traced back to the 1950s (Financial System Inquiry, 
1997) with policymakers starting to recognise that effective monetary policy required greater 
flexibility in the interest rates. Decreasing effectiveness of monetary policy due to 
disintermediation could have been overcome by applying the existing regulatory framework to 
NBFIs (Ferguson, 1991). However, he argues that it was recognised that technological and 
financial progress would always be a “step ahead” ensuring that means of avoidance would 
eventually be found. Furthermore, the floating of the currency guaranteed that any regulation of 
the non-bank sector would merely result in overseas banks taking over where the non-banks left 
off.  
 
3.3.3 Other Market Participants 
 
Lyell et al (1997) highlights another problem that was beginning to emerge due to the regulatory 
environment. Lower income groups, the very groups that governments were trying to help by 
using direct controls, were being adversely affected by the regulatory framework. As these 
groups generally earn a lower average rate of return on their asset holdings, non-price rationing 
of funds was limiting the amount of finance available to them. For example, the availability of 
“cheap funds” for homebuyers decreased the availability of housing finance according to Lyell et 
al (1997). This group may have been even further adversely affected as Valentine (1991:43) 
points out that banks “had become very conservative lenders, relying on security rather than 
cash flow in evaluating applications”. 
 
3.4 The Incentives to Deregulate 
 
Although the deregulation literature often contends that the Campbell and Martin Reports were 
pivotal in the push towards financial deregulation, there were other incentives that can be 
considered, at the very least, of equal importance. De Brouwer (1999), for example, highlights 
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that deregulation was more a product of authorities’ decision to search for better ‘institutional 
arrangements’ to achieve improved economic and social outcome. 
 
The views of market participants were also changing. Deregulation was not an idea that was 
restricted to the financial system. Many industries were beginning to recognise that many types 
of regulations impeded efficiency, thus the productivity of industries and ultimately the welfare 
of the economy. There was an emerging general perception in the economy that free market 
systems were more capable of providing increased benefits to all the internal sectors of the 
economy, i.e. efficient government policy, improved business operations and increased 
household welfare.  
 
Perkins (1989) suggests that deregulation was further encouraged by the lack of opposition, a 
view supported by both Pauly (1988) and Harper (1986). The banking industry, although 
recognising that to a certain extent they benefited from controls due to the protection they 
provided, nevertheless believed that they stood to benefit from deregulation. They viewed 
deregulation favourably, seeing it as a means of reclaiming lost market share. Even merchant 
banks, which had benefited from the controls imposed on banks, supported deregulation as they 
anticipated being able to benefit in other ways, including the ability to operate in the foreign 
exchange market or perhaps obtain bank licences themselves. 
 
It was generally believed that increased competition in the banking sector would result in 
improvements in the transmission of market interest rates to institutional rates, thereby providing 
higher returns to savers and lower costs to borrowers (de Brouwer, 1995).  
 
Deregulation therefore became a priority in the financial system as the existing controls, by 
reducing the efficiency of the financial system, reduced the productive efficiency of almost all 
industries. Growth of the non-bank sector was leading to funds being diverted from the banking 
sector as seen in Figures 3.17 and 3.18. Figure 3.17 illustrates that banks and NBFIs (in this case 
building societies) where effective substitutes in the market, with any decreases in housing 
finance by banks being quickly picked up by building societies and vice versa. Figure 3.18 
further demonstrates how bank lending began to rapidly increase as of the mid-1980s at the 
expense of NBFIs as regulations were lifted; further supporting the belief that regulations had 
constrained the banking industry. Perkins (1989) argues that the productivity of most industries 
is affected by the efficient flow of funds from savers to borrowers and by the presence of an 
efficient payments system. He maintains that the misallocation of a country’s financial resources 
is sufficient reason to encourage deregulation, even if it is only for one sector in the economy. In 
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hindsight, however, Ferguson (1991), argues that deregulation should have been preceded by 
taxation reform in Australia to eliminate the tax anomalies that were present.113 
 
Figure 3.17: Housing Finance of Financial Institutions as a Percentage of the Total 
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Figure 3.18: Loans and Advances for the Big Four, NBFIs and Banks 
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Source: Thesis database and Reserve Bank of Australia115 
 
                                                 
113
 For discussion of the problems caused by taxation anomalies, see Ferguson 1991. 
114Table 5671-02: Housing & Personal Finance Commitments: by Type of Lender, (FARM.UVHF1010_09_141) & 
(FARM.UVHF1031_09_141) 
115
 Data for NBFIs and Banks is derived from Australian Economic Statistics 1949–50 to 1994–95, RA Foster, 
Occasional Paper No. 8, June 1996, Table 3.2: Lending and Credit Aggregates. 
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Deregulation is often described in the literature as a ‘snow-balling’ effect that gains momentum 
as controls were lifted. De Brouwer (1999) describes the process as inevitable; each easing of 
regulations exerting pressures for further reform in other areas. Commentators further seem to 
agree that there was no single decision to deregulate. Rather, adaptation to a changing 
environment resulted in numerous decisions being taken which led to the deregulation of the 
banking system. 
 
This view is further upheld by Valentine (1991) who argues that in order for the Australian 
financial system to mature, deregulation was essential. In particular, restrictions related to 
trading in securities and interest rate controls had to be lifted to prevent distortions in the system 
as well as the development of “black” or “grey markets”. 
 
According to Harper (1985), four major events occurred in the 1970s that created further 
incentives to deregulate. There was an outbreak of high unstable rates of inflation and increases 
in budget deficits, improved technology and increasing financial integration. 
 
3.4.1 Inflationary Impact 
 
The onset of inflation further highlighted the lack of bank competitiveness as the regulations 
prevented the adjustment of bank interest rates. Various interest rate controls kept bank rates 
well below market clearing levels (Edey and Gray, 1996), resulting in the rationing of bank 
funds. Further, asset controls meant that banks were forced to hold government securities with a 
rate of return that did not keep pace with inflation. With continuing increases in budget deficits, 
the government required an effective banking sector and the disintermediation that was taking 
place was not conductive for policy-making. 
 
Davis (1999) points out that the stagflationary period of the mid-1970s in conjunction with “the 
inconsistency between budgetary and monetary strategies”116 provided further incentive to 
deregulate, as monetary policy which was based on direct controls was being even further 
undermined. 
 
Inflation also made households more interest sensitive, prompting them to ‘shop around’ 
(Financial System Inquiry, 1997). Figure 3.19 displays the increasing movement by households 
towards NBFIs (particularly in the 1970s and early 1980s) which could compete more effectively 
                                                 
116
 Davis, 1999, pp254. 
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in the lending market. Changes in the loans for the purchase of new and established dwellings 
were far more substantial for the NBFIs, indicating that consumers were ready to use the non-
bank sector if they were more competitive. This further encouraged the development of the non-
financial sector which was able to provide funds at higher rates of interest. More pressure was 
felt by banks to find alternative means of competing leading to them adopting more competitive 
positions and seeking ways by which they could evade the regulations imposed on them. As a 
result, many bought shares in finance companies and merchant banks which were not subject to 
the same rigorous controls and used overseas markets to avoid the domestic controls (Naughton 
and Harvie, 1996). 
 
Figure 3.19: Loans for the purchase of new and established dwellings117 
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Source: Reserve Bank of Australia118 
 
3.4.2 Advancing Technology 
 
The development of new technologies provided a further incentive for banks to encourage the 
move towards deregulation. Electronic banking was allowing non-banks to compete more 
effectively with banks. Further, Perkins (1989) points out that NBFIs were able to embrace the 
new technologies more easily than banks because they were not impeded by trade union 
opposition to the same degree. The technology incentive however, not only affected the financial 
industry but also provided an incentive for policymakers to press forward with deregulation. 
                                                 
117
 Data for 1976 is not available. 
118
 Australian Economic Statistics 1949–50 to 1994–95, RA Foster, Occasional Paper No. 8, June 1996, Table 3.3: 
Housing Finance Commitments to Individuals 
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Advances in technology prompted financial innovation as banks attempted to circumvent the 
regulations imposed on them. This further reduced the effectiveness of monetary policy (Davis, 
1999), further highlighting the necessity for change in the sector. 
 
3.4.3 World Financial Integration 
 
Another impetus for deregulation came from the increased integration of financial markets 
around the world. Pressure was exerted on the local government to remove controls on the 
banking industry in return for allowing Australian banks to enter foreign markets. Financial 
integration also further helped Australian banks to avoid domestic controls by using overseas 
markets. Valentine (1991) also highlights the problem that with financial integration, Australian 
interest rates were becoming more dependent on overseas interest rates. Therefore, as market 
interest rates rose, pressure was exerted on bank interest rates to rise as well. However, by 
successfully maintaining ceilings on bank interest rates the pressure was transferred onto the 
fixed exchange rate, as well as further encouraging the shifting of funds to NBFIs. 
 
3.5 Conclusion 
 
This chapter examines the introduction of regulations into the Australian system and the 
consequences for the various market participants. The Banking Act (1959) provided the Reserve 
Bank with wide ranging powers to oversee bank operations and implement monetary policy in 
Australia. Although protected from direct competition, the regulations prevented banks from 
competing effectively against NBFIs thus losing market share to the corporations that were not 
as heavily regulated. The resultant disintermediation was not only a concern for the banks but 
also for the government trying to implement monetary policy and contributed to the move 
towards financial deregulation in Australia. 
 
 170 
Chapter Four 
 
DEREGULATION AND OUTCOMES 
 
4.1 The Process of Deregulation119 
 
Although the deregulatory process did not officially begin until the 1980s, the impetus for 
deregulation can be traced back to as early as 1963 when Australian banks began to question the 
need for regulations in the Vernon committee.  
 
In 1968, banks were given permission to participate in lease financing beyond the established 
maximum overdraft arrangements. A large number of changes occurred in 1969, specifically for 
the savings banks. They were given permission to set up savings accounts paying interest rates 
up to 1 percent higher than normal deposit accounts, and they were able to introduce investment 
accounts. Although there were quite a number of regulations attached to such accounts, these 
regulations were gradually eased throughout the 1970s and early 1980. 120 All banks were also 
given permission to issue certificates of deposit for terms between three months and two years 
subject to a maximum interest rate. 
 
In 1970, savings banks were allowed to vary their deposit rates although they were still subject to 
a maximum rate set by the RBA and amounts held in interest earning accounts were increased to 
$20,000. Trading bank fixed term deposits were increased from a maximum of two to four years. 
The saving bank prescribed asset ratio was also reduced by 5 percent to 60 percent and in 1971 
the minimum balance for savings banks investment accounts were reduced to $100 with the 
minimum transaction requirement terminated. 
 
In 1972, the maximum interest rate payable on overdrafts and housing loans over A$50,000 was 
removed, becoming negotiable and trading banks were granted greater discretion in negotiating 
interest rates on deposits greater than $50,000 although still subject to a maximum rate and 
specified holding period. 
 
                                                 
119
 Information on the process of financial deregulation was compiled from the following sources: Battellino and 
Macmillan (1989); Butlin, Hawtrey and Ryan (1982); Carew (1991); Davis (1995); de Brouwer (1999); Edey and 
Gray (1996); Grenville (1991); Harper (1986); Neal (1997); Singh (1991). 
120
 See Battellino and Macmillan (1989) for more detail. 
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Interest rate ceilings on certificates of deposit were removed in 1973 and the maximum term 
increased to four years. The practice of setting uniform interest rates was terminated in 1974, 
with interest rate controls being limited to established maximum limits and September saw the 
introduction of the Bankcard. Savings bank prescribed asset ratio was further reduced to 50 
percent and again to 45 and 40 percent in 1977 and 1978 respectively. In 1975, the agreement to 
maintain uniform fee structures by banks was discontinued due to the ruling that it was contrary 
to the Trade Practices Act. 
 
In 1976 the maximum interest rate applicable to overdrafts and housing loans was extended to 
other loans under $100,000 and overdrafts subject to ceiling interest rates were increased to a 
maximum of $100,000. The interest rate payable on SRDs was increased to 2.5 percent, 
however, the LGS ratio was increased from 18 percent to 23 percent until 1977 (when it returned 
to the previous rate). The 1970s ended with trading bank term loans increased to a ten year 
maximum maturity and the minimum requirement balance on savings bank investment accounts 
removed in 1978. 
 
Another major step towards deregulation took place in 1979 with the commencement of the 
tender system, whereby Treasury Notes were sold by auction. This allowed the market to set 
rates rather than the government. The government therefore relinquished its control on price 
while retaining control over quantity. The move towards market determined rates continued with 
government bonds also selling by auction in 1982, following the termination of quantitative 
lending guidance by the RBA. 
 
The latter part of the 1970s saw the push for deregulation intensify culminating on the 19 
January 1979 when the Treasurer announced the formation of a Committee to enquire into the 
Australian Financial System. The Campbell Committee was appointed with a mandate to 
undertake a broad enquiry into the Australian financial system and provide an official forum for 
advocates of deregulation. 
 
The Committee presented the final report in September 1981, recommending widespread 
deregulation. The Report advocated for a more competitive financial system with limited 
government intervention and regulation. Although the Campbell Report is often viewed as the 
spearhead for the changes that took place, steps towards deregulation had already begun well 
before the submission of the report. 
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In December 1980, the Reserve Bank removed the ceiling on all bank deposits with the only rate 
ceiling left in place was that which applied to home loans of less than $100,000, negotiated 
before April 1980. The year also saw the introduction of savings bank statement accounts and a 
reduction in the minimum term on certificates of deposits. 
 
Line credit facilities could be provided by Trading banks as of 1981 with minimum monthly 
repayments and interest rate maximum the same as that applicable to personal loans under 
$100,000. March 1982 began the year with decreases in minimum terms for both trading bank 
fixed deposits and certificates of deposit. Savings banks were given permission to accept fixed 
term deposits under $50,000 for terms between 30 days and 48 months. Interest payable on 
SRDs were also increased during the year to 5 percent and the RBA announced the end of 
quantitative bank lending guidance. Savings banks specified assets requirement was reduced to 
94 percent and the prescribed asset and liquid asset ratios were replaced by the Reserve Assets 
Ratio (RAR), requiring 15 percent of depositors’ funds to be held in RBA deposits, 
Commonwealth securities and cash. Savings banks were also finally able to accept deposits from 
trading or profit making bodies up to $100,000 with the limit removed in 1984. Therefore, by 
mid-1982 the “remaining interest rate ceilings were raised; banks were allowed to enter short-
term deposit markets not previously permitted to them; the ‘tax’ effect of reserve requirements 
was reduced; Reserve Bank guidelines limiting bank lending growth were removed (and ended 
as a technique of monetary management); and lending opportunities for savings banks were 
expanded by the reduction in their LGS ratio” (Davis, 1999;259). 
 
With a change in government in 1983, the new Treasurer announced the formation of a Review 
Group chaired by Mr. V. Martin to examine the findings of the Campbell Committee. The year 
saw the ‘deregulation’ of the foreign exchange market with the Australian dollar floated in 
December and most controls over foreign exchange removed. In February 1984, the report of the 
Martin Review Group was released, supporting the general approach taken by the Campbell 
Committee and encouraging further deregulation. This was followed in August with the removal 
of all remaining controls on deposits such as their terms and conditions. This enabled bank entry 
into the short-term money market where they could compete for overnight funds. All remaining 
loan rate ceilings other than housing mortgages were also removed. Savings banks were also 
allowed to provide chequeing facilities on all their accounts by September.  
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The Treasurer called for applications for new bank licences in September 1984, thereby relaxing 
its stance regarding foreign bank entry. Sixteen foreign banking licenses were issued as a result 
in 1985. However, it has only been since 1992 that Australia has allowed almost any foreign 
bank to apply for new licences to operate in Australia. The foreign banks are able to operate as a 
branch or as locally incorporated subsidiaries; however, foreign branches are not allowed to 
conduct retail banking business.  
 
The new government therefore accepted and implemented the deregulation of the financial 
system. The 1980s therefore saw the gradual removal of the stringent regulations under which 
the banking sector had had to operate. 
 
In 1985, the Prime Asset Ratio (PAR) was introduced for banks as a tool of prudential control, 
replacing the LGS ratio. That year also saw the removal of all remaining ceilings on interest 
rates, except for owner-occupied housing, which was not removed until the following year for all 
new owner-occupied housing loans. Existing loans however were to remain subject to the 
maximum rate of 13.5 percent. 
 
The savings bank reserve asset ratio was once again reduced in 1987 and in 1988 the RBA issued 
guidelines for “risk-based” measurement of bank capital adequacy in line with the Bank for 
International Settlements. 
 
The Non-Callable Deposit (NCD) replaced the Statutory Reserve Deposit (SRD) with the RBA. 
The process began with the SRD ratio remaining unchanged from January 1981 to September 
1988, than being reduced to zero as the shift towards NCDs began. The new ratio was also 
applied to savings banks, which had been subject to a reserve asset ratio. As such, the difference 
between savings and trading banks began to slowly close. The differences between the two 
continued to narrow in the later part of the 1980s with all distinctions finally removed in 1989. 
The PAR was also reduced to 10 percent and regulations were changed for the PAR to replace 
the RAR. 
 
By the second half of the 1980s, deregulation was almost complete with the main decisions 
already made and only the implementation to be completed. 
 
 174 
The Campbell Committee report and the subsequent report of the Martin Review Group were 
both significant in their contribution towards deregulation. Carew (1991) describes the Campbell 
Report as a ‘catalyst for change’, because the study generated a greater awareness of the 
deficiencies of the existing system and the need to adapt to the changing environment, both 
domestically and internationally. The Campbell Committee called for the removal of direct 
controls over banks, with the objective of using open market operations as the main instrument 
of monetary policy. Specifically, the Committee encouraged the removal of bank interest rate 
controls and the introduction of a variable cash reserve ratio which could be used as an 
instrument of monetary policy if necessary. The Committee also advocated in favour of 
prudential supervision of banks. 
 
4.2 Intent, Expectations and Outcomes of deregulation 
 
The reform of the Australian system was fairly gradual since policy, markets and institutions 
were fairly stable. The lone exception was the floating of the exchange rate which was 
undertaken in response to destabilising capital flows (de Brouwer, 1999). The Campbell 
Committee’s major goals consisted of ensuring greater competition and efficiency in the 
financial system, as well as developing monetary policy based on market mechanisms rather than 
regulations. 
 
The Wallis Committee argued that the changes that had occurred in the financial system were 
“expected to improve the choice, quality and cost of financial services available to Australians. 
The changes were also expected to improve the performance of the financial system at an 
aggregate level, including its ability to transmit monetary policy, the overall efficiency and 
competitiveness of the system, its capacity to innovate and its ability to facilitate higher rates of 
employment and economic growth” (Financial System Inquiry, 1997:594). The expectation of 
greater competition led to the expectation that banks would become more ‘responsive’ to their 
customers, thereby increasing the products and services available (Harper, 1991). 
 
Deregulation was expected to achieve “efficiency, competition and innovation” with little focus 
on any negatives (Ferguson, 1991). This was due to the fact that banks emerged from the post-
war ear with considerable financial strength and as such little attention was directed at possible 
decreases in that position. As such, according to Ferguson (1991), the deregulatory process was 
perceived to be a “wholly-virtuous” one. The general attitude towards deregulation from all 
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sectors of the economy was extremely positive with an enormous amount of faith being placed in 
free markets being able to provide ‘optimal outcomes’ (Ferguson, 1991). 
 
4.2.1 Increased Efficiency 
 
Deregulation was aimed at improving efficiency within the banking system by eliminating 
obsolete and inappropriate government controls which led to distortions and inefficiencies. The 
Wallis Committee stated that the main goal of the Campbell Committee “was to promote 
efficiency in the Australian financial system without compromising stability” (Financial System 
Inquiry, 1997:593). The Campbell Committee broke efficiency down into three main categories; 
allocative, operational and dynamic, and looked at how to improve these efficiencies in order to 
improve overall efficiency of the financial system via deregulation. The Campbell Committee 
therefore advocated for the removal of those regulations it considered as impeding efficiency 
such as interest rate controls, while maintaining regulations that enhanced stability, such as 
prudential regulations. 
 
Oster and Antioch (1995) show a decrease in the ratio of operating costs to net income for banks 
as well as operating costs121 to assets122. This is clearly supported in Figures 4.1 and 4.2 for the 
four majors, concurring with Oster and Antioch (1995) that this implies improved efficiency 
which may contribute to improved productivity. Productivity of the majors was also measured by 
Blackert and Drake (1988) for 1984 and 1986 showing improvements in each of the majors. 
Using the database data and the Productivity Indicator123 of Blackert and Drake (1988), Figure 
4.1 shows improvements for the majors throughout the majority of the database period with the 
greatest improvement in productivity occurring in the post-deregulation period (Figure 4.2). 
Oster and Antioch (1995) also look at the average spread (calculated as the ratio of bank’s net 
interest income to average assets) to further measure bank efficiency. They however find the 
results to be inconclusive although a small decrease in the margin was noted. Figure 4.3 for the 
Four Majors shows decreases in this ratio with steady falls as of 1992. Figure 4.4 also highlights 
improvements in efficiency with operating expenses as a percentage of net income falling 
substantially; spiking in the early 1990s, reflecting the losses suffered by the banks following the 
credit boom of the late 1980s. 
 
 
                                                 
121
 Excluding provisions for bad debts in the Oster and Antioch (1995) paper. 
122
 Average assets are used in the Oster and Antioch (1995) paper. 
123
 Ratio is calculated as Group Assets divided by Group Employment. 
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Figure 4.1: Productivity Indicators for the Majors 
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Source: Thesis database 
 
 
Figure 4.2: Average Productivity Indicators for the Majors 
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Source: Thesis database 
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Figure 4.3: Net Interest Income to Total Assets for the combined Majors 
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Figure 4.4: Operating Expenses to Net Income for the combined Majors 
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Source: Thesis database124 
 
The Wallis Committee expected that the provision of banking services outside the traditional 
network channel by foreign banks would potentially result in greater efficiency and productivity 
of the domestic banking sector. Changes to productivity can be examined by looking at the 
banks’ operating costs to assets ratio and operating income to costs/staff expenses (Oster and 
Antioch, 1995). Looking at the major banks’ results in Figure 4.5 of a falling ratio and Table 4.1 
                                                 
124
 Operating expenses are operating non-interest expenses. Net income consists of net interest income plus other 
operating income. 
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where growth in total assets exceeds the growth in operating expenses on average, it can be seen 
that the lower costs to manage the higher levels of assets may also imply improved productivity. 
This is further supported by Figure 4.6 which shows improvements in the ratio of net income to 
total personnel expenses. Another measure of productivity that can be used is bank profitability 
(Oster and Antioch, 1995). On average, the major banks do not show major movements (Figure 
4.7) with yearly returns usually between 10 to 20 percent suggesting that productivity 
improvements were in fact not that significant. Assuming a normal distribution using a small 
data set, the pre-deregulation period outcome to the deregulation period outcome is significantly 
different at the 10 percent level with a t-statistic of -1.811 and p-value of 0.088. However, when 
comparing the deregulation period outcome to the post-deregulation period outcome there is no 
significant difference (t-statistic of 1.067 and p-value of 0.300). It needs to be noted however 
that the losses experienced by the banks in the early 1990s will be depressing the result averages 
portrayed in Figure 4.7. 
 
Figure 4.5: Operating Expenses to Total Assets for the combined Majors 
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Source: Thesis database125 
 
                                                 
125
 Operating expenses are operating non-interest expenses. 
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Table 4.1: Percentage change in Major Banks’ Operating Expenses and Total Assets from 
year to year 
 Operating Expenses Total Assets 
1985 16.7% 21% 
1986 15.5% 23% 
1987 14.6% 14% 
1988 21.5% 20% 
1989 8.6% 21% 
1990 15.6% 11% 
1991 9.9% 5% 
1992 10.3% 5% 
1993 -3.6% 2% 
1994 -0.4% 1% 
1995 3.8% 12% 
1996 6.8% 13% 
1997 3.6% 9% 
1998 7.7% 16% 
1999 2.2% 2% 
2000 11.2% 32% 
Source: Thesis database 
 
Figure 4.6: Net Income to Total Personnel Expenses for the combined Majors 
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Figure 4.7: Return on Equity Averages (Operating profit after abnormals & before outside 
equity interests) for the combined Majors 
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Improvements in efficiency were also likely to increase as a result of decreased cross-
subsidisation that took place within the banks themselves. Harper (1991) highlights that the 
regulated era effectively encouraged cross-subsidisation to take place to allow for at least some 
non-price competition. Oster and Antioch (1995) however show that cross-subsidisation 
continues in Australia implying that “allocative output inefficiency” continues in the system.  
 
The Campbell Committee advocated for a smaller role of government in the financial sector due 
to its preference for free market outcomes (Valentine 1991). He further states that the Committee 
had made no attempt to predict the outcome of the desired free market, rather, the Committee 
argued that deregulation would improve the efficiency of the financial system as a whole. 
 
The tendering of government securities encouraged the further development of the financial 
markets. Open market operations emerged as the alternative means of undertaking monetary 
policy. Goldsmith (1985) asserts that this was possible due the “financial deepening” which 
occurred in the financial sector as it became more sophisticated.  
 
Battelino (2000) argues that the actual impact of deregulation is difficult to determine with great 
precision as it is difficult to separate the effects of deregulation from technological and general 
economic development. Furthermore, Oster and Antioch (1995) argue that problems with 
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analysis also stem from the very nature of financial institutions. They are service institutions 
with a “non-market value of output”. The literature however does seem to concur that 
deregulation has had a strong impact on the growth, development and efficiency of financial 
markets and the financial sector in general. Gizycki and Lowe (2000) agree, highlighting that 
deregulation was in fact more successful than originally observed in the 1991 RBA conference. 
Competition has improved with shrinking interest margins126, greater diversity of financial 
instruments and improved risk management among the financial institutions. 
 
The Wallis committee argued that deregulation has resulted in greater consumer choice and with 
consumers receiving a higher quality of service at a lower cost. This has led to the ‘deepening of 
the household sector’s financial balance sheet’ (Gizycki and Lowe 2000), contributing to the 
incentives for banks to consolidate ‘within and across the banking and insurance sectors’. They 
further point out that there is no evidence that the consolidations that took place in the 1990s 
have in any way impeded competition in the sector. In fact, there were significant increases in 
competition in certain areas such as the mortgage market with new entrants in the market driving 
‘prices’ down. Other areas of increased competition as pointed out by Gizycki and Lowe (2000) 
has been retail stockbroking where commissions had fallen by up to 95% over the 1990s and the 
issuing of credit cards. Although costs were still high, the repackaging of credit cards had 
provided customers with a variety of benefits such as loyalty schemes and interest free periods. 
 
The Wallis report also found that the general perception was that competition had improved in 
financial markets. The Inquiry focused on market structure and profitability to assess the level of 
competition available. The Committee had found that although the number of deposit taking 
institutions had decreased since deregulation it was not necessarily indicative of a decreased 
level of competition. It argued that this occurred as banks re-absorbed their non-bank 
subsidiaries and because a number of building societies had converted to formal banking 
institutions. According to the Report deregulation resulted in the “removal of inefficient, 
duplicative structures created in the 1960s and 1970s to circumvent regulation” (Financial 
System Inquiry 1997:602). 
 
The Wallis Committee further found that there has been an increased availability of substitute 
products within the industry, further highlighting the increase in competition. The Committee did 
note however, that price competition has so far been limited to select market segments only. It 
                                                 
126
 Gizycki and Lowe (2000) point out that “the margin between the standard mortgage rate and the cash rate fell 
from a historically high 41/4 percentage points in 1992/93 to be around 13/4 percentage points in 1999. The decline 
is even larger if one takes into account the introduction of ‘no-frills’ or ‘basic’ mortgages”. 
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was therefore expected that following deregulation a greater percentage of financing would be 
undertaken by the banking sector (Thompson, 1991). Banks therefore were happy to throw their 
support behind deregulation in the anticipation of recapturing lost market share. 
 
4.2.2 Increased Competition 
 
According to Williams and Chalmers (1997), the Martin Review advocated the licensing of 
foreign banks with the expectation of greater competition. Increased domestic competition was 
expected as a result of foreign bank entry within the wholesale and retail markets. Naughton and 
Harvie (1996) contend that the entry of foreign banks was viewed as a means of increasing 
competition and thereby reducing banking costs and leading to improvements in banking 
facilities. This is further supported by Harper (1991), who argues that increased competition 
would result in the industry becoming more customer-driven with banks having more incentives 
to provide greater product choices and diversity. One of the first steps taken by the banks to meet 
the increasing competition was to reorganise and consolidate. Blackert and Drake (1988:54), 
state: 
 
“The number of major private banks was reduced from five to three by the 1981 decisions to 
merge the Bank of New South Wales with the Commercial Bank of Australia (to form Westpac 
Banking Corporation) and the National Bank of Australia with the Commercial Banking 
Company of Sydney (to form the National Australia Bank). The much smaller Bank of Adelaide 
had been taken over earlier, as a result of its liquidity problems, by the ANZ Bank. One of the 
effect of these mergers was to promote a rationalisation of branches…. The fourth old bank, the 
government-owned Commonwealth, also undertook internal reorganisation in order to achieve a 
more competitive footing” 
 
More recent evidence provided by Milbourne and Cumberworth (1991) suggest that the 
competition that developed, led to decreases in interest rate margins in wholesale banking and 
off-balance sheet business, with little or no effect in the retail market. This view is consistent 
with Williams and Chalmers (1997) who conclude that the expectations of increased price 
competition and improved efficiency as a consequence of foreign bank entry did not materialise. 
 
However, deregulation of the banking sector did remove the obstacles that had prevented the 
banks from actively competing for both depositors and borrowers. Removal of interest rate 
ceilings improved banks ability to compete amongst themselves and the non-bank sector 
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(Ferguson, 1991). Figure 4.8 shows that market participants took advantage of the removal of 
interest rate regulation, moving away from non-interest bearing deposits to those that provided 
an interest return. The later part of the 1980s was therefore characterised by credit growth and 
increased competition as financial intermediaries vied for market share (Figure 4.9). Net bank 
assets grew throughout the deregulation period; more than doubling in the post deregulation 
period. 
 
Figure 4.8: Major Bank Deposits to Total Deposits and Other Borrowings 
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Source: Thesis database 
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Figure 4.9: Net Assets Averages for the Majors (CPI Adjusted) 
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Normal oligopoly behaviour was put on hold as competition emerged in two forms (Ferguson, 
1991). Firstly, banks had to compete amongst themselves for market share, which had been 
unnecessary in a regulated market with price controls and little product differentiation. Banks 
were also able to compete with the non-bank sector, something they had been unable to 
undertake effectively due to the imposition of regulations. Secondly, the potential competition 
that would arise from foreign bank entry also galvanised the banks. Ferguson (1991) contends 
that the domestic banks were prepared to compete aggressively against the foreign banks to 
maintain their market share. 
 
In order to minimise the risk posed by the entry of foreign banks, the domestic banks focused on 
increasing the barriers to entry by ‘overstaffing at the margins’ (Williams and Chalmers, 1997). 
The objective was to make the costs of competing at the retail area prohibitive enough to ensure 
domestic bank dominance in the retail sector. Points of representation and number of employees 
therefore almost doubled since the start of the deregulation process as per Figures 4.10 and 4.11 
with the greatest increases occurring during the deregulation phase itself. The fear of direct 
competition by foreign banks further encouraged the domestic banks to undertake mergers.  
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Figure 4.10: Points of Representation Averages for the combined Majors 
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Figure 4.11: Total Group Employee Averages for the combined Majors 
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In hindsight, however, the domestic banks had overestimated foreign bank ability to compete in 
the domestic market as the business of intermediation is not necessarily perfectly substitutable 
between nations. Ferguson (1991) therefore concludes that the aggressive competitive stance of 
the domestic banks was completely unnecessary. 
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Thompson (1991) reveals that bank profitability as measured by the return on shareholders’ 
funds started falling in the later half of the 1980s. Although the impact was smaller for the ‘big 
four’ who operated with strong retail bases, he still argues that it was still indicative of the 
increased competition which emerged as financial systems deregulated. This view is supported 
by the thesis database which shows in Figure 4.12 falling returns as deregulation took place in 
the Australian financial system, culminating in the losses of 1992. As banks adjusted to the 
greater complexities of the financial system and moved from an asset management to a liability 
management approach, returns began to rise and remain relatively stable throughout the later half 
of the 1990s. 
 
Figure 4.12: Return on Shareholders’ Equity for the combined Majors 
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Source: Thesis database127 
 
It took time for the banking sector to adjust to the changing regulations and their implications for 
the business of banking. For example, although interest rate regulations on Certificates of 
Deposit (CDs) were lifted in 1973, domestic banks did not take advantage of the opportunities 
available immediately. It took till the late 1970s for banks to respond to the change (Battellino 
and Macmillan, 1989). The removal of interest rate controls allowed banks to actively start 
managing their deposit flows by varying the interest rates on CDs and fixed deposits. This in turn 
helped them match deposit flows with the demand for loan funds. Battellino and Macmillan 
(1989), discuss how this resulted in the proportion of fixed deposits and CDs increasing as a 
                                                 
127
 Data derived from thesis database. Calculated using operating profit after abnormals/extraordinary items and 
before outside equity interests. 
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percentage of total deposits in bank balance sheets. This clearly illustrated the move towards 
liability management particularly as of the 1980s. 
 
The non-bank sector (primarily building societies and credit units) decreased in size as a result of 
the removal of regulations that had prevented banks from actively competing against them 
(Battellino, 2000). The banking sector was therefore able to gain market share at the expense of 
the non-bank sector as illustrated in Figures 4.13 and 4.14. Figure 4.13 illustrates increases in 
bank assets in the deregulation period and even more so in the post-deregulation period. NBFI 
growth however was marginal over the two periods in comparison, highlighting their decline as 
banks began to expand rapidly. The decline of the non-bank sector becomes even more obvious 
in Figure 4.14 which compares asset holdings of banks and non-banks relative to total financial 
sector assets. The average NBFIs’ holdings of assets as a percentage of total financial sector 
assets halved in the post-deregulation period. Not only were banks able to compete effectively in 
their traditional markets, they had also gained access to areas from which they had originally 
been barred (Battellino and Macmillan, 1989). For example, savings banks were able to accept 
deposits from profit making corporations as of 1982 and provide chequeing facilities as of 1984. 
Furthermore, the lifting of restrictions on the raising of deposits of less than 14 days in 1984 
resulted in the growth of bank share in the overnight money market.  
 
Figure 4.13: Total Assets Averages for Financial Institutions (CPI Adjusted) 
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Source: Thesis database and dX Database: RBA Bulletin Database128 
                                                 
128
 All Bank and NBFI data derived from DX for Windows Database; RBA Bulletin Database, B. Assets and 
Liabilities of Financial Institutions and Non-financial Sectors, Table B.01: Assets of Financial Institutions, 
Historical yearly series (30-June). 
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Figure 4.14: Total Institution Assets to Total Financial Sector Assets Period Averages 
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Source: Thesis database and dX Database: RBA Bulletin Database129 
 
Banks no longer had to direct business through the non-bank sector (Battellino and Macmillan, 
1989) in order to be able to compete effectively. The post-deregulation period therefore brought 
with it a large growth of bank market share (Edey and Gray, 1996), as banks’ competitive ability 
improved. 
 
Deregulation eliminated credit rationing and replaced it with market mechanism whereby credit 
changes were driven by interest rate changes (Ferguson, 1991). He highlights that the number of 
operating banking groups increased from 15 to 34 between 1983 and 1988, with capital devoted 
to banking increasing from $4.5 billion to $20 billion within the period. Borrowers, who 
previously had been unable to access funds under the regulated system where credit was strictly 
rationed, where now able to borrow at the market rates. Very simply, Ferguson (1991) points out 
that ‘more banks and more competition means more lending’, a view supported by the thesis 
database and illustrated in Figure 4.15 where loans and advances began to increase swiftly in 
both the deregulation and post-deregulation periods. In 1978 loans and advances for the 
combined majors totalled $24.5 billion, by 1990 the amount had risen to $213.3 billion and in 
2000 it totalled $551.6 billion. Figure 4.16 shows average lending by each of the four majors 
during the three identified periods illustrating clearly the rapid degree by which lending 
increased following deregulation. For example, the average loans and advances of the 
                                                 
129
 All Bank and NBFI data derived from DX for Windows Database; RBA Bulletin Database, B. Assets and 
Liabilities of Financial Institutions and Non-financial Sectors, Table B.01: Assets of Financial Institutions, 
Historical yearly series (30-June). 
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Commonwealth Bank in the pre-deregulation period was $4.4 billion. The average increased to 
$24.3 billion in the deregulation period and further to $71.2 billion post-deregulation. Figure 
4.17 further highlights the growth in bank lending that took place at the expense of the non-bank 
sector as a consequence of deregulation. The non-bank sector increased its loans and advances 
marginally in comparison to the bank sector over the deregulation and post-deregulation periods. 
 
Figure 4.15: Major Banks’ Loans and Advances 
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Source: Thesis database 
 
Figure 4.16: Major Banks’ Loans and Advances Averages per Period 
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Source: Thesis database 
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Figure 4.17: Loans and Advances Averages per Period 
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Source: Thesis database and Reserve Bank of Australia130 
 
As the demand for funds increased, there was an expansion in financial services and the number 
of market participants. Greater volumes of lending necessarily meant that riskier and riskier 
participants were gaining access to credit funds. Deregulation lead to a deterioration of bank 
asset quality resulting in falls in credit standards (de Brouwer, 1999). This fall in asset quality is 
demonstrated by looking at the increases in the provisions for bad and doubtful debts in major 
bank profit and loss statements in Figure 4.18. Provision for bad and doubtful debts began to 
increase sharply in 1982 and at an accelerating rate from 1987, peaking in 1992 for each of the 
banks. The period of deregulation therefore experienced an extended market boom accompanied 
by the rise in asset prices. The boom however turned into a crash in the early 1990s as lenders 
defaulted and paper empires collapsed. 
                                                 
130
 All Bank and NBFI data derived from Reserve Bank of Australia Bulletin, Part D. Financial Aggregates; Table 
D.2 Lending and Credit Aggregates. 
 191 
Figure 4.18: Major Banks’ Provisions for Bad and Doubtful Debts 
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4.2.3 Increased Risk 
 
Edey and Gray (1996) argue that the credit boom contributed to the asset price boom which 
further stimulated credit growth. Rising asset prices and real interest rates hikes ensured high 
rates of return. The period therefore saw an immense growth in the financial sector relative to 
GDP. The growth of domestic bank balance sheets coupled with the lack of experience in high 
interest rate lending (Ferguson, 1991) resulted in credit being increasingly extended to 
overvalued commercial property. Then as the property market began to slow in 1989 the excess 
risk that the banks had exposed themselves to began to emerge (Gizycki and Lowe, 2000) 
culminating in the losses as the economy slid into recession and observable in the large net bad 
debts in Figure 3.16. Net bad debts began to increase dramatically in 1990, more than doubling 
for some of the banks over the previous year and totalling $1.9 billion for the majors. The total 
increased to $3.3 billion in 1991 and peaked in 1993 at $6.2 billion. The large bank losses lead to 
some loss of confidence in the banking sector but Gizycki and Lowe (2000) argued that this was 
not substantial and resulted in only minor runs on some of the smaller financial institutions. 
 
The expectation, from deregulation, had been that the removal of regulation would result in 
greater risks within bank portfolios (Thompson, 1991), however, this greater risk would be 
balanced out by the introduction of prudential requirements. The problem however that emerged 
was that although their was an anticipation of greater risk as a result of heightened competition, 
the degree of losses that eventually emerged was far more sever than ever anticipated 
(Macfarlane, 1991). In hindsight, Ferguson (1991) argues that there was insufficient discussion 
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on the potential disadvantages of a deregulated environment and the fact that regulations would 
still need to exist, if in an altered form. 
 
Macfarlane (1991) contends that economists’ expectations of deregulation were generally 
consistent with the actual outcome, although the degree of credit growth and the falls in ‘credit 
standings’ far exceeded expectations. This perception is supported by Naughton and Harvie 
(1996) who contend that the events of the late 1980s ‘had been predicted almost exactly’ by 
Minsky (1980, 1982 and 1986). Minsky’s Financial Instability Hypothesis predicts that once 
banks are released from regulations involving lending practices, there would be excessive 
investment, speculation and a rapid growth in asset prices. This type of boom in lending would 
result in a crisis, eventually culminating in company failures, bank losses and a recession. The 
early 1990s therefore saw substantial losses in the banking sector, the greatest experienced in 
almost a century (Gizycki and Lowe, 2000) as illustrated in Figures 4.19 and 4.20 where the net 
bad debts experienced by the banks in Figure 4.19 translated into operating losses for the 
National and Westpac banks and low operating profits for the National and Commonwealth 
banks in Figure 4.20. 
 
Figure 4.19: Operating Profit Attributable to Members of the Company 
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Source: Thesis database 
 
There have, of course been negative by-products of deregulation. Firstly, there was the 
substantial burden of losses that banks suffered in the asset boom of the late 1980s. Secondly, 
greater sophistication of financial instruments due to technology and competition had also led to 
some confusion and loss among consumers (Financial System Inquiry, 1997).  
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In order to determine whether deregulation had caused instability in the banking sector, 
Thompson (1991) looks at three major determining variables; exists and failures within the 
sector; profitability and capitalisation; and the level of community confidence. According to his 
study, three banks have left the sector131, however, he argues that since they left the sector in an 
orderly fashion, with no major liquidity problems and no overall negative impact on depositor 
confidence there has been no bank failures132 since deregulation. Thompson (1991) further 
shows that bank profitability fell from the 1980s with greater declines at the end of the period. 
This was accompanied by increases in the charge to profit for bad and doubtful debts. However, 
he asserts that this is not unexpected in an environment where deregulation causes increased 
competition. Furthermore, looking at the capitalisation of the banking system (capital of 
Australian banks as a percentage of risk-weighted assets), he finds that there is no evidence to 
support instability as the sector maintained not only a higher capital ratio than required by the 
Reserve Bank but also high in terms of international standards. 
Community confidence is a more difficult variable to determine, however, Thompson (1991) 
argues that overall there is no evidence to suggest that community confidence in the banking 
sector has diminished. He supports this view by looking at the fact that savings have moved to 
banks and away from other financial intermediaries in the late 1980s. 
 
4.3 Conclusion 
 
This chapter details the process of deregulation and the outcomes of the process. Although the 
general perception is that deregulation began with the inception of the Campbell Committee, the 
process can actually be traced back to the late 1960s. The goals of deregulation were to improve 
efficiency, competition, and innovation in the financial sector. Using the database established in 
the thesis, deregulation has achieved its major objectives although the process has not been as 
smooth as originally anticipated. There have been improvements in both the efficiency and 
productivity of the banks. The industry however has used innovation rather than price as the 
primary mechanism for competition and differentiation. All of these improvements however did 
not come without costs. The rapid asset growth in the late 1980s resulted in declining asset 
quality and the resultant losses suffered in the early 1990s by the majority of banking sector. 
However, once banks were able to adjust to operating in the new environment, they have 
continued to prosper. 
                                                 
131
 National Mutual Royal Bank (absorbed by ANZ Bank), State Bank of Victoria (absorbed by the Commonwealth 
Bank), and Tasmania Bank (absorbed by the Savings Bank of Tasmania); p. 122. 
132
 Thompson (1991) refers to ‘bank failure’ as banks that close due to insolvency or being on the verge of 
insolvency. 
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Chapter Five 
 
THREE DECADES OF BANKING 
 
The thesis database provides a useful tool for examining bank behaviour over a period of three 
decades. Using the four majors as a proxy of the banking sector the database provides an 
overview not only of bank performances but of also the changes that took place in required 
reporting, operations and behaviour of banks. The industry evolved from being asset managers to 
liability managers, branched out from the domestic into the international arena and the business 
of banking expanded into a range of new areas such as trading, superannuation and insurance. 
This chapter will provide an overview of a range of measures of bank performance and discuss 
their implications. 
 
5.1 Profit and Loss Statement 
 
5.1.1 Interest Income and Expenses 
 
Figures 5.1-5.3 examine bank interest earnings and expenses. Interest income and expenses both 
rose apace throughout the period reported, with net interest income almost doubling since the 
deregulation era. Growth was most rapid prior to 1990, slowing down dramatically in the final 
decade. Although interest income and expenses have declined as a percentage of total income 
and expenses respectively for the period, the falls have been small with net interest income 
growing steadily throughout the database reporting period. 
 
Figure 5.1: Interest Income and Expenses 
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Figure 5.2: Net Interest Income 
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Source: Thesis database 
 
Figure 5.3: Interest Income and Expenses to Total Income and Expenses 
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Figures 5.4 to 5.7 look at the various sources of interest income earned by the banks. Interest 
income earned on loans increased as a percentage of interest income however it fell slightly as a 
percentage of total income as banks began to expand their earning streams into other areas such 
as fees and commissions and trading incomes. Interest income earned from deposits with other 
financial institutions and from investment and trading securities also fell, both as a percentage of 
total interest income and total income overall. 
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Figure 5.4: Interest Income on Loans to Total Interest Income  
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Figure 5.5: Interest Income on Loans to Total Income  
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Figure 5.6: Interest Income from Deposits with Other Financial Institutions 
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Figure 5.7: Interest Income from Investment and Trading Securities 
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Source: Thesis database 
 
The next group of figures illustrate the changes that took place in the banks’ interest expense 
accounts. Interest expenses from deposits and other borrowing fell dramatically in the early 
1990s but began to increase as of 1995 back to previous levels. Interest expenses from deposits 
from other financial institutions fell throughout the decade as a percentage of both interest 
expense and total expenses. These falls however seem to have been balanced by the increases in 
the interest expenses from bonds, notes and commercial paper. 
 
Figure 5.8: Interest Expense from Deposits 
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Source: Thesis database 
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Figure 5.9: Interest Expense from Deposits from Other Financial Institutions 
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Figure 5.10: Interest Expense from Bonds, Notes and Commercial Paper 
-
500
1,000
1,500
2,000
2,500
3,000
3,500
4,000
19
91
19
92
19
93
19
94
19
95
19
96
19
97
19
98
19
99
20
00
($ 
m
illi
on
s)
Nominal Value CPI Adjsuted
 
Source: Thesis database 
 
5.1.2 Non-Interest Income and Expenses 
 
Figures 5.11 and 5.12 explore the movements and changes that occurred in non-interest income 
and expenses of the Big Four. Non-interest income grew rapidly as of the 1990s as banks began 
to expand into new areas of business and not simply intermediation. Non-interest expenses also 
grew rapidly but were reigned back as of 1993 as banks began to operate more frugally with the 
aim of decreasing costs in order to increase profits. Non-interest income has grown to represent 
almost 24 percent of total income earned by the Big Four whereas non-interest expenses peaked 
at almost 50 percent of total expenses in the mid-1990. Since then, non-interest expenses have 
fallen to a more moderate level, representing 37 percent of total expenses of the Big Four. 
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Figure 5.11: Non-interest Income and Expenses 
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Figure 5.12: Non-Interest Income and Expenses to Total Income and Expenses 
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Source: Thesis database 
 
Changes in non-interest income and expenses are analysed further in Figures 5.13 to 5.21. Total 
fees and commissions rose for all the banks over the period as did trading income (overall 
outcome for trading income fell for 2000 primarily due to a large decline by Westpac). Foreign 
exchange income varied for the banks with increases for both the ANZ and Commonwealth 
banks and decreases for the National and Westpac. 
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Figure 5.13: Fees and Commissions 
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Figure 5.14: Trading Income 
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Figure 5.15: Foreign Exchange Income 
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Although total personnel expenses grew steadily for the banks, the 1990s show relatively slow 
growth for all but the National Australia Bank with figures actually falling as a percentage of 
total expenses overall for the banks as of 1995. These results are mirrored in the salaries and 
wages expense account as well as the equipment and occupancy expense account, illustrating 
bank dedication to reducing the operating costs. On the other hand, auditors’ remuneration has 
grown steadily, almost doubling as a percentage of total expenses as of 1997 primarily as a result 
of large increases in consulting services to the banks. 
 
Figure 5.16: Personnel Expenses 
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Figure 5.17: Personnel Expenses to Total Expenses  
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Figure 5.18: Salaries and Wages for each of the Majors 
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Figure 5.19: Salaries & Wages to Total Expenses 
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Figure 5.20: Equipment & Occupancy Expenses to Total Expenses 
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Figure 5.21: Auditors’ Remuneration 
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5.1.3 Total Income and Expense 
 
The rapid growth in both income and expenses is displayed in the next two diagrams. The 
growth came to a halt in the downturn of the early 1990s resulting in relatively moderate average 
growth for the post-deregulation period. As of 1995 however, both total income and expenses 
began to increase once again albeit at a more gradual rate. 
 
Figure 5.22: Total Income and Expenses 
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Source: Thesis database 
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Figure 5.23: Total Income and Total Expenses Averages 
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5.1.4 Profit Outcomes 
 
Figures 5.24 – 5.29 investigate the major banks’ profit outcomes along with their bad debts and 
dividend distributions. Net income or operating profit before taxes, doubtful debts and abnormal/ 
extraordinary items increased for the Big Four from $1.456 billion in 1983 to $14.139 billion in 
2000. Figure 5.25 reveals the impact of doubtful debts on net income averages for the 
deregulation and post-deregulation periods. Bad and doubtful debts peaked in 1992 highlighting 
the size of the falls experienced by the banks in the early 1990s impacting on the profitability in 
Figure 5.27 where the severity of the impact is clearly visible with operating profits in negative 
digits for both Westpac and the ANZ. Overall however, bank profits have grown enormously 
over the three decades. In 1970 the operating profit of the Big Four was $52 million, by 2000, 
operating profit for the Big Four had reached $9.4 billion. The average operating profit for the 
pre-deregulation period was $130 million for the Big Four, it rose to $1.2 billion in the 
deregulation period and $4.5 billion in the post-deregulation period; even with the loses 
incorporated as per Figure 5.28. The growth in profitability is also evident in the dividends 
provided for or paid in Figure 5.29. Dividends were relatively flat until the mid-1980s when they 
began to increase sharply, falling in the early 1990s as a consequence of the losses experienced, 
followed once again by substantial increases as bank profitability began to increase. 
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Figure 5.24: Net Income 
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Figure 5.25: Net Income Averages before and after Doubtful Debts 
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Figure 5.26: Bad and Doubtful Debts 
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Figure 5.27: Operating Profit 
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Figure 5.28: Operating Profit Averages 
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Figure 5.29: Dividends Provided for or Paid 
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5.2 Balance Sheet 
 
The next series of diagrams demonstrate the changing nature of banks’ balance sheet over the 
three decades being reported, highlighting the development of the business of banking. Figures 
5.30 to 5.54 focus on the assets of the banks, Figures 5.55 to 5.70 illustrate the changes in bank 
liabilities and Figures 5.71 to 5.75 consider bank equity. 
 
5.2.1 Asset Accounts 
 
Liquid assets and Securities both fell as a percentage of total assets throughout most of the 
reporting period, with Securities falling from a high of 45 percent of total assets held to just 7 
percent, as banking regulations were lifted. Funds due from other financial institutions and 
Acceptances of customers both grew only marginally until the early 1980 when both accounts 
grew in size rapidly reaching maximums in 1989-90. Activity then began to decrease, with funds 
from other financial instructions falling to just 3 percent of total assets by 2000 and acceptances 
of customers falling to 7.2 percent reflecting banks’ adjustment to the new post-deregulation 
environment. 
 
Figure 5.30: Liquid Assets to Total Assets  
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Figure 5.31: Due from other Financial Institutions 
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Figure 5.32: Due from other Financial Institutions to Total Assets 
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Figure 5.33: Acceptances of Customers 
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Figure 5.34: Acceptances of Customers to Total Assets 
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Figure 5.35: Securities to Total Assets 
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The nest series of 10 diagrams examine the behaviour of banks’ loans and advances over the 
three decades of reporting. Figures 5.36 and 5.37 show the degree of growth in the account, with 
loans and advances of banks growing from 46 percent of total assets to 61 percent in 2000 
(although the account peaked in 1999 at 68 percent). Growth was fairly gradual for the majors in 
the pre-deregulation period with the loans and advances of the Majors increasing from $6.188 
billion to $24.498 billion; a rise of $18.31 billion in nine years. The deregulation period 
however, reported a much more rapid level of growth with the account increasing to $213.286 
billion by 1990. Growth continued to escalate in the post-deregulation period with a total of 
$551.503 billion being recorded for 2000. Although a detailed breakdown of the account was not 
available in financial reports until the 1990s, the later data suggests that increases in credit card 
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spending and housing loans were primarily responsible for the rapid growth that took place in the 
last decade of the reporting period with overdrafts, non-housing loans, finance leases and 
discounted bills all falling as a percentage of gross loans and advances. 
 
Figure 5.36: Loans and Advances 
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Figure 5.37: Loans and Advances to Total Assets 
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Figure 5.38: Overdrafts to Gross Loans and Advances 
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Figure 5.39: Credit Card Outstandings to Gross Loans and Advances 
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Figure 5.40: Housing Loans to Gross Loans and Advances 
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Figure 5.41: Non-housing Loans to Gross Loans and Advances  
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Figure 5.42: Finance Leases to Gross Loans and Advances 
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Figure 5.43: Redeemable Preference Share Finance to Gross Loans and Advances 
0.0%
0.2%
0.4%
0.6%
0.8%
1.0%
1.2%
1.4%
1.6%
19
92
19
93
19
94
19
95
19
96
19
97
19
98
19
99
20
00
Source: Thesis database 
 213 
Figure 5.44: Bills Discounted to Gross Loans and Advances 
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Figure 5.45: Other Lending to Gross Loans and Advances 
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Figures 5.46 to 5.48 highlight the problems banks encountered as regulations were lifted and 
competition in lending broke out. Provision for doubtful debts peaked in 1992 for all but the 
National Australia Bank which peaked the following year. Net bad debts rose steadily from 1986 
with a combined value of $6.166 billion of losses in 1993. Figure 5.48 however does suggest that 
bank recovery techniques had also improved as of the early 1990s. The diagrams also indicate 
that the banks went through a learning process; excessive lending led to significant losses, 
however, as banks learned more about credit risks, lending losses declined even though loans 
and advances continued to accelerate throughout the 1990s. 
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Figure 5.46: Provision for Doubtful Debts 
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Figure 5.47: Bad Debts Written Off 
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Figure 5.48: Bad Debts Recovered 
0
100
200
300
400
500
600
19
80
19
81
19
82
19
83
19
84
19
85
19
86
19
87
19
88
19
89
19
90
19
91
19
92
19
93
19
94
19
95
19
96
19
97
19
98
19
99
20
00
($ 
m
illi
on
s)
Nominal Value CPI Adjsuted
Source: Thesis database 
 215 
As expected, Figures 5.49and 5.50 display the fall in the regulatory deposits of banks throughout 
the reporting period as bank regulations were eased. Fixed assets of the industry were relatively 
stable for most of the reporting period. They increased somewhat in the mid-1980s potentially 
demonstrating bank response to foreign bank entry, with domestic banks focusing on increasing 
the cost of entry to the foreign banks. Fixed assets then started declining in the mid-1990s as 
banks began to target cost reduction in banking operations. Figure 5.52 illustrates that banks’ 
other assets were also relatively stable for most of the period. Unlike fixed assets however, they 
began to increase in the mid-1990s, with particularly large increases in 1998 and 2000. For 1998 
these increases resulted from financial market instrument changes and in 2000 once again the 
impact was from financial market instruments as well as the introduction of life insurance assets 
for both the Commonwealth and National banks. Figures 5.53 and 5.54 reveal total assets for the 
four major banks. Asset growth has been significant over the three decades with the total assets 
of the majors increasing from $13.353 billion to $901.433 billion. Figure 5.53 illustrates that 
asset growth began to accelerate from 1981, increasing from $65.548 billion to $95.469 billion in 
1982. Figure 5.54 further suggests that the greatest average growth took place in the post-
deregulation period. 
 
Figure 5.49: Regulatory Deposits 
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Figure 5.50: Regulatory Deposits to Total Assets 
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Figure 5.51: Fixed Assets to Total Assets 
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Figure 5.52: Other Assets to Total Assets 
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Figure 5.53: Total Assets 
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Figure 5.54: Total Assets Averages 
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5.2.2 Liability Accounts 
 
The next series of diagrams explore the liabilities accounts of the four majors. Funds due to other 
financial institutions (Figures 5.55 and 5.56) rose rapidly between 1982 and 1987, remained 
relatively stable until 1993 and then began to decline as a percentage of total bank liabilities 
suggesting that there was increased activity between the banks during the deregulation period as 
banks adjusted to the changes taking place in the financial sector. 
 
 218 
Figure 5.55: Due to Other Financial Institutions 
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Figure 5.56: Due to Other Financial Institutions to Total Liabilities 
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Figures 5.57 to 5.62 investigate the changes that occurred in bank deposits and other borrowings. 
Total deposits and other borrowing increased for the majors from $12.433 billion in 1970 to 
$843.11 billion in 2000. The account began to increase rapidly from 1982 for the majors 
increasing by 40% over the previous year. It continued to increase throughout the rest of the 
period, with growth slowing in the early 1990s before picking up again as of 1995. Although 
deposits and other borrowing increased throughout the three decades, the account actually fell as 
a percentage of total liabilities. The movements within the deposits and other borrowing account 
are indicative of the changes that occurred in the financial environment in Australia. The lifting 
of regulations provided consumers with greater choice due to increased competition within the 
financials sector. Figures 5.59 and 5.62 demonstrate the movement away from non-interest 
bearing and fixed term deposits towards those bearing interest and without fixed terms. 
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Figure 5.57: Deposits and Other Borrowings 
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Figure 5.58: Deposits and Other Borrowings to Total Liabilities 
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Figure 5.59: Non-interest Bearing Deposits to Total Deposits and Other Borrowings 
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Figure 5.60: Interest Bearing Deposits to Total Deposits and Other Borrowings 
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Figure 5.61: Certificates of Deposit to Total Deposits and Other Borrowings 
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Figure 5.62: Term Deposits to Total Deposits and Other Borrowings 
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Total bank provisions increased slowly over most of the reporting period decreasing as a 
proportion of total liabilities throughout most of the 1990s. Provision for non-lending losses 
began to increase in 1992 but began to drop of again as of 1998 as a percentage of total bank 
liabilities for all but the ANZ bank which increases its provision for non-lending losses from 
$120 million in 1999 to $721 million in 2000, resulting in the large spike in Figure 65. Provision 
for proposed final dividend increased throughout most of the reporting period both, as an 
absolute value and as a percentage total liabilities; with the largest increases recorded in the post-
deregulation period. Loan capital remained stable throughout the reporting period as did the 
Other liabilities account although growth did begin to accelerate as of 1995, spiking in 1998 and 
2000 for each of the majors due to the trading of financial instruments in all cases. Finally, total 
liabilities grew rapidly only slowing in the early 1990s before quickly increasing once again with 
the greatest level of growth occurring post-deregulation. 
 
Figure 5.63: Provisions 
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Figure 5.64: Provisions to Total Liabilities 
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Figure 5.65: Provision for Non-lending Losses 
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Figure 5.66: Provision for Proposed Final Dividend Averages133 
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Figure 5.67: Loan Capital to Total Liabilities 
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133
 The Commonwealth Bank is omitted from the averages calculated as data is only available as of 1987. 
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Figure 5.68: Other Liabilities to Total Liabilities 
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Figure 5.69: Total Liabilities 
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Figure 5.70: Total Liabilities Averages 
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5.2.3 Shareholder Equity Accounts 
 
Share capital remained relatively stable through most of the period with more rapid growth 
occurring as of the mid-1980 and substantial increases taking place in 1998 for the ANZ and 
National banks, 1999 for the National and the Commonwealth and in 2000, once again for the 
Commonwealth. Figure 5.72 shows large increases to bank reserves in the deregulation and post-
deregulation periods, although these began falling from the mid-1990s. Retained earnings were 
fairly low on average for both the pre- and post-deregulation periods but began to increase 
dramatically as of 1998 for most of the banks, especially the National Australia Bank which 
increased its retained earnings from $680 million in 1997 to $9.5 billion by 2000. Shareholders’ 
equity grew substantially throughout the three decades with the greatest average growth taking 
place in the post-deregulation period. 
 
Figure 5.71: Share Capital 
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Figure 5.72: Reserves 
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Figure 5.73: Retained Profits 
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Figure 5.74: Total Shareholders’ Equity and Outside Equity Interests 
-
10,000
20,000
30,000
40,000
50,000
60,000
70,000
19
70
19
72
19
74
19
76
19
78
19
80
19
82
19
84
19
86
19
88
19
90
19
92
19
94
19
96
19
98
20
00
($ 
m
illi
on
s)
Nominal Value CPI Adjsuted
Source: Thesis database 
 
Figure 5.75: Total Shareholders’ Equity and Outside Equity Interests Averages 
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5.3 General Annual Report Information 
 
The final series of 8 diagrams are based on information derived from various sections of banks’ 
annual reports which were reported consistently throughout the three decades. As with many of 
the bank accounts, the number of ordinary shares and the number of ordinary share holders 
increased most rapidly in the most-deregulation period. Figure 5.78 reveals 1988 as the year 
dividends per share began to increase rapidly. The losses suffered by the banks in the early 1990s 
are evident in the falls of dividends per share, however, these began to climb once more as of 
1994 as banks began recording ever-increasing levels of profits. Points of representation and 
total group employment (Figures 5.79 to 5.82) have grown very modestly throughout the 
reporting period. In fact, total branches and service centres have only increased from 5,042 in 
1970 to 6,412 in 2000. Group employment has increased by a larger percentage, with 
employment increasing throughout the 1980s but falling in the 1990s for all but the National 
Australia bank as banks began to focus on reducing their operating costs. Finally, Figure 5.83 
shows decrease in the net interest margins of the banks through most of the available data period 
with increases being recorded for the ANZ, Commonwealth and Westpac banks between 1993 
and 1995. 
 
Figure 5.76: Number of Ordinary Shares 
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Figure 5.77: Number of Holders 
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Figure 5.78: Dividends per Share 
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Source: Thesis database 
 
Figure 5.79: Points of Representation 
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Figure 5.80: Points of Representation Averages 
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Figure 5.81: Total Group Employees 
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Figure 5.82: Total Group Employees Averages 
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Figure 5.83: Net Interest Margin 
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5.4 Conclusion 
 
This chapter presents a diagrammatic representation of the banking industry over three decades 
using the account data compiled in the thesis database. The chapter therefore illustrates the 
development of the financial sector from the simplicity of a highly regulated period to one where 
the system has deepened, expanded internationally and continued to evolve into all areas of 
finance; essentially redefining what is the ‘business of banking’. Furthermore, the diagrams 
illustrate the rapid growth in the accounts of the banks as well as the changes in reporting of 
information that has occurred over time. 
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Chapter 6 
 
CONCLUSION 
This thesis has generated a database of comparable accounting data for the four major banks in 
Australia to enable a study of the banking sector as a whole and the impact of deregulation. 
Previous studies have used either very broad Reserve Bank data for analysis or used short time 
periods due to the data limitations.  
 
Chapter two provided details of the process by which the database was constructed using three 
decades of annual report data for the four major banks in Australia. Bank financial accounts were 
recorded for each individual bank using profit and loss accounts, balance sheet statements, notes 
to accounts and other sections of the annual report. Once comparable year-to-year account data 
was established for each bank, these were then used to match accounts across the banks. The 
majors are used as a proxy of bank behaviour throughout the periods of pre-deregulation (1970-
1978), deregulation (1979-1990) and post-deregulation (1991-2000). 
 
The database produces accounting data for each individual bank as well as a consolidated total 
for the four majors which is comparable from year-to-year. The derivation of each account for 
each bank is outlined along with the reasoning for any roll-ups undertaken. 
 
Chapter three examines the regulatory era in Australian banking and discusses the outcomes of 
these regulations. Bank history has been turbulent in Australia. The bank crash of 1893 followed 
by the First World War, the great depression and World War II saw deterioration in private 
sector goodwill towards the industry. Furthermore, the need to place public debt following 
World War II resulted in a relatively unregulated industry evolving into a highly regulated and 
closely monitored one. The Banking Act (1959) gave the Reserve Bank power to set lending and 
deposit rates, regulate lending policy and other direct controls to implement monetary policy and 
maintain system liquidity.  
 
This level of regulation provided an environment where NBFIs where able to flourish at the 
expense of the banks who where unable to compete effectively in the growing financial sector. 
Disintermediation was not only a concern for banks who were losing market share, but also for 
the government which used the banks for the implementation of monetary policy.  
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To compensate for these losses, banks established non-bank subsidiaries which allowed then to 
remain highly profitable and strong as consolidated entities, providing them with some ability to 
compete directly with the NBFIs. The level of regulation also meant that the banks also operated 
in an effectively protected environment. This resulted in banks having limited exposure to credit 
risk which may have contributed somewhat to the losses they later suffered as they became fully 
exposed as regulations were lifted. 
 
As the costs of regulation began to emerge, the incentives to deregulate began to grow. This was 
further encouraged by changes in community perception, which were shifting away from the 
preference for high levels of government involvement in industries and more towards free 
market outcomes. Pressure to compete more effectively with NBFIs resulted in banks seeking 
ways to evade regulations imposed which was made increasingly possible with advances in 
technology. Deregulation was therefore supported by both the industry participants and the 
general community along with the various levels of government.  
 
Despite the general perception, deregulation began well before the 1980s. Changes began to take 
place as of 1968 with the degree of change accelerating in the late 1970s and finally culminating 
in 1979 with the formation of the Campbell Committee; heralding the official start of 
deregulation in Australia. The major goals of deregulation were stipulated to be greater 
efficiency, competition, innovation and the use of market mechanisms for the implementation of 
monetary policy. Chapter four therefore examines the deregulation of the banks and the impacts 
that deregulation had on the sector. 
 
The data derived from the thesis database shows improvements in efficiency and productivity as 
a result of deregulation. Significant changes in bank profitability for the three periods however, 
are not evident. Therefore using it as an indicator of profitability it seems to contradict the other 
findings. However, the lack of significant improvements in productivity can be explained by the 
fact that the database records the consolidated results for the four major banks. Many banks 
established non-bank subsidiaries whose results are incorporated in the database therefore 
showing consistent profit outcomes throughout the reporting period. Furthermore, result 
averages for the post-deregulation period would be depressed as a result of the losses suffered by 
the industry in the early 1990s as they adjusted to operating in a world of heightened credit risk. 
 
Expectations of increased competition were not immediately fulfilled. Foreign bank entry did not 
result in the significant price competition as was initially anticipated. The thesis database 
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however does illustrate the movement of consumers to interest-bearing deposits for example, as 
interest rate regulations were removed in the industry. Furthermore, credit growth increased 
dramatically as banks competed amongst themselves for market share. This is captured in falls to 
return on shareholders’ equity between 1983 and 1994 indicating increased competition between 
the majors as well as a contraction in the non-bank sector. Increased competition therefore began 
to emerge in the form of greater product variability and choice rather than direct price 
competition. 
 
The emerging competition for borrowers led to an easing in lending ‘rules’, exposing the 
industry to greater credit risk than previously experienced. The decline in asset quality that 
occurred in the asset boom therefore resulted in the losses suffered by the banks in the early 
1990s. Although increased risk had been anticipated by the industry as a result of deregulation, 
the degree of losses was unanticipated. The losses however did not result in instability in the 
banking sector. Recovery was swift as bank adjusted to the new, riskier environment and moved 
from merely being asset managers to successful liability managers. 
 
Chapter five uses the thesis database to explore the changes that occurred over the reporting 
period. The database can be used for more than just an analysis of whether deregulation achieved 
its goals and objectives. It provides a representation of changes that occurred in an industry and 
the domestic economy over a period of three decades. It illustrates the development and 
increased complexity of the system as banks moved from simple asset and liability holding to the 
complexity of derivative trading. 
 
This chapter therefore illustrates the evolution of the banking sector from simple asset-
management to the complexity involved in liability-management to function in a world of risk 
and competition. The rapid growth in operating profit, assets and liabilities are as much a 
function of deregulation as of the changes that have occurred in world economies. Technology 
and international integration have had a profound impact on the domestic economy, the banking 
industry and all participants making it difficult to determine how much of the transformation of 
the banking industry can be attributed to deregulation and how much to the changing world 
environment. 
 
The post-deregulation period has seen the most rapid growth in various bank accounts. It would 
be interesting to compare this period with the next decade to determine whether growth 
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continues to be as rapid or whether it slows down, potentially indicating that the post-
deregulation growth occurred directly as a consequence of deregulation. 
 
Examining accounting data, efficiency, productivity and competition have all improved since 
deregulation, however, comparative analysis using the three periods of pre-deregulation, 
deregulation and post-deregulation is still unavailable due to data limitations. Detailed reporting 
of income and expenses only commenced in the late 1980s in bank annual reports. Details of 
banks’ loans and advances and deposits by customers came even later. Therefore, rigorous 
empirical analysis of the pre-deregulation period cannot be undertaken and the broader account 
data must be used instead. 
 
Furthermore, measures of efficiency are difficult as they require measurement of a banks’ 
resource use relative to industry best practice. This examines how a bank maximises revenue 
while minimising costs using the existing level of technology (Oster and Antioch, 1995). More 
rigorous studies would therefore be beneficial to determine the degree of actual improvement 
that may have occurred and how much can be attributed to deregulation and how much to speed 
of technology and general economic progress. 
 
Although the database does not provide enough detailed information for comparative analysis of 
the pre-post deregulation periods; with maintenance, it can be used to investigate and assess the 
impact on efficiency and competition of changes in economic conditions and the impact of 
technology. The banking sector continues to grow and expand into new areas (insurance and 
superannuation) and as financial markets become even further integrated, the sector will need to 
become increasingly more competitive and efficient to survive. Therefore continued analysis of 
the banking sector may uncover strengths and weaknesses regarding its operations and conduct 
relative to competing banks around the world. This will aid in directing the sector towards best-
practice and ensuring its future viability and profitability. 
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